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Dear Ruckus Wireless Stockholders

2012 was momentous year for Ruckus Wireless Highlighted by our initial public offering in

November we consistently executed and delivered on our business and financial milestones throughout

the year am pleased to provide you this review of our progress and accomplishments in 2012 and

outline our growth strategies for the future

We delivered strong financial results in 2012 reporting four consecutive quarters of revenue

growth and sustained profitability In 2012 Ruckus reported revenue of $214.7 million an increase of

79% from 2011 We also continued to improve our margins Non-GAAP gross margin in the fourth

quarter of 2012 was 66.2% up 206 basis points year-over-year and am pleased to say was the highest

in our history GAAP gross margin for the fourth quarter of 2012 was 65.5% Further our 2012 non

GAAP operating margin grew to 13.2% from 7.7% in 2011 and our GAAP operating margin grew to

8.7% in 2012 from 5.6% in 2011

What has been the key to our rapid growth and profitability in 2012 Our technology

differentiation and market focus enables Ruckus to be major beneficiary of the rapid growth in mobile

data usage We have developed unique carrier-class Wi-Fi technologies that deliver pervasive wireless

performance in the most challenging environments and we feel that we are uniquely positioned as

market leader

Our primary growth market Wi-Fi for service providers has emerged very quickly and is

showing rapid growth Operators everywhere are quickly adopting Wi-Fi to address number of needs

from augmenting mobile capacity to reducing subscriber churn and entering new markets such as

managed enterprise services Ruckus has both differentiated technology and first mover advantage in

this market and we are well positioned to benefit from these global service provider trends over time

Leveraging the same technology advantages we continue to increase our market share of the growing

multibillion-dollar enterprise wireless LAN market that now requires more reliable and scalable Wi-Fi

technology as Wi-Fi becomes the predominant enterprise networking standard

At the core of our growth strategy is our carrier-class Smart Wi-Fi technology which is highly

scalable reliable and extensible across both service provider and enterprise markets In 2012 we

introduced number of innovations such as the industrys first ultra-high density Smart Wi-Fi access

point designed with the Ruckus-patented BeamFlex sectorized antenna system as well as the industrys

first capability to provide open but secure Wi-Fi public access Open DPSK using our patented dynamic

pre-shared key technology Our leadership role within industry-wide initiatives such as Hotspot 2.0 will

help shape the business of Wi-Fi worldwide and drive new growth for us

Demand for Ruckus Smart Wi-Fi products and technologies was never stronger than in 2012

Key business highlights for the year include
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Added 10100 new end-customers reaching over 21700 total global end-customers

Posted the strongest worldwide growth of all wireless vendors with 74 year-over-year growth

for enterprise and outdoor wireless LANs 2011 to 2012 according to the Dell Oro Group

Captured the third market share position in the multibillion dollar enterprise wireless LAN

market according to Gartner

Deployed our flagship SmartCell Gateway platform with service providers globally

Won noteable new service provider and enterprise customers such as Time Warner Cable Oi

Brazil Axtel Mexico 02 Telefónica UK Global Reach Leiceter College St Josephs

University Marston Breweries Waterstones Book Stores and the City of San Jose and

Received critical acclaim from Syracuse University as the best performing Wi-Fi system in the

industrys first three-stream 802.1 in competitive testing

At Ruckus we are driven by single focus to drive stockholder value by designing superior

wireless products and technologies that help our customers grow their business

Our technology differentiation is key driver for our market share growth and there continues to

be strong demand from service providers and enterprises for reliable scalable and easy to use Wi-Fi

solutions We intend to continue serving the global markets demand for best-in-class technologies and

we look forward to building on our success in 2012

would like to sincerely thank our stockholders customers partners and employees for their

continued support

Sincerely

Selina Lo

President and Chief Executive Officer

Ruckus Wireless Inc

350 West Java Drive Telephone 650 285-4200
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Safe Harbor Statement

Certain statements in this document contain forward-looking statements including statements

regarding Ruckus Wirelesss expectations regarding positioning mobile data usage Wi-Fi growth and

product and customer demand in the companys business Nothing in this document is intended though

to make any comment on actual or forecast results for 2013 or any period in 2013

The forward-looking statements in this document are subject to risks and uncertainties that could

cause actual results and events to differ materially from those anticipated including but not limited to

risks and uncertainties related to growth of the market for Ruckus Wireless products the lengthy sales

cycle for some products Ruckus Wirelesss rapid growth competition reliance on third parties

international operations intellectual property Ruckus Wirelesss limited operating history particularly as

new public company regulations to which Ruckus Wireless is or may become subject and general

market political economic and business conditions

Additional risks and uncertainties that could affect Ruckus Wirelesss financial results are

included under the captions Risk Factors and Managements Discussion and Analysis of Financial

Condition and Results of Operations in the Ruckus Wireless Inc Annual Report on Form 10-K filed

with the U.S Securities and Exchange Commission or SEC on March 2013 and other filings made

with the SEC from time to time and is available on the Ruckus Wireless Inc investor relations website at

investors.ruckuswireless.com and on the SECs website at www.sec.gov All forward-looking statements

in this document are based on information available to Ruekus Wireless Inc as of the date hereof and

Ruckus Wireless Inc does not assume any obligation to update the forward-looking statements provided

to reflect events that occur or circumstances that exist after the dale on which they were made except as

required by law

350 West Java Drive Telephone 650 265-4200
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Non-GAAP Financial Measures

To supplement our financial results presented in accordance with Generally Accepted Accounting

Principles GAAP this document contains certain non-GAAP financial measures including non-GAAP

gross margin and non-GAAP operating margin We believe these non-GAAP financial measures are

helpful in understanding our past financial performance Our non-GAAP financial measures should not be

considered in isolation or as substitute for comparable GAAP measures and should be read in

conjunction with our consolidated financial statements prepared in accordance with GAAP Our

management regularly uses our supplemental non-GAAP financial measures internally to understand and

manage our business and forecast future periods These non-GAAP financial measures are not based on

any standardized methodology prescribed by GAAP and are not necessarily comparable to similar

measures presented by other companies

Our non-GAAP financial measures include adjustments based on the following items

Stock-based compensation expenses We have excluded the effect of stock-based compensation

from our non-GAAP operating results Although stock-based compensation is key incentive

offered to our employees we continue to evaluate our business performance excluding stock-

based compensation expenses Stock-based compensation expenses will recur in future periods

Amortization of intangible assets We have excluded the effect of amortization of intangible

assets from our non-GAAP operating results Amortization of intangible assets is non-cash

expense and it is not part of our core operations Investors should note that the use of intangible

assets contributed to revenues earned during the periods presented and will contribute to future

period revenues as well

Our non-GAAP Financial Measures are described as follows

Non-GAAP gross profit and gross margin Non-GAAP gross profit is
gross profit as reported on

our consolidated statements of operations excluding the impact of stock-based compensation and

intangible asset amortization expense Non-GAAP gross margin is non-GAAP gross profit

divided by net revenue

Non-GAAP operating income and operating margin Non-GAAP operating income is income

from operations as reported on our consolidated statements of operations excluding the impact of

stock-based compensation and intangible asset amortization expense Non-GAAP operating

margin is non-GAAP operating income divided by net revenue

350 West Java Drive Telephone 650 265-4200

Sunnyvale CA 94089 USA Fax 408 7382065
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Gross Profit Reconciliation

GAAP
gross profit

Stock-based compensation

Amortization of intangible

assets

Non-GAAP gross profit

Gross Margin Reconciliation

GAAP gross margin

Stock-based compensation

Amortization of intangible

assets

Non-GAAP gross margin

Operating income

Reconciliation

GAAP operating income

Stock-based compensation

Amortization of intangible

assets

Non-GAAP operating income

Operating Margin

Reconciliation

GAAP operating margin

Stock-based compensation

Amortization of intangible

assets

Non-GAAP operating margin

138869

243

1320

140432

18.602

8451

1320

28373

5.6%

1.9%

0.2%

7.7%

350 West Java Drive

SunnWale CA 94089 USA
Telephone 650 265-4200

Fax 408 738-2065

The following is reconciliation oIthese non-GAAP financial measures to the most directly comparable

GAAP financial measures

GAAP to Non-GAAP Reconciliation

Year Ended December 31

2012 2011

72816

148

289

73253

60.7%

0.1%

0.2A

610%

64.7%

0.1%

0.6%

65.4%

Quarter

Ended

December 31
2012

40713

106

330

41.149

65.5%

0.2%

0.5%

66.2%

4499

3171

330

8000

7.3%

5.1

5/o

12.9%

6741

2268

289

$9298

8.7%

3.9%

0.6%

13.2%
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RUCKUS WIRELESS INC
350 West Java Drive

Sunnyvale California 94089

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On June 2013

To the Stockholders of Ruckus Wireless Inc

The 2013 Annual Meeting of Stockholders of Ruckus Wireless Inc will be held on Wednesday June

2013 at 100 p.m local time at our headquarters located at 350 West Java Drive Sunnyvale California 94089

for the following purposes

To elect three directors nominated by the Board of Directors of Ruckus Wireless Inc the Board to

serve until the 2016 Annual Meeting of Stockholders as described in the accompanying proxy

statement

To ratify the selection by the Audit Committee of the Board of Deloitte Touche LLP as the

independent registered public accounting firm of Ruckus Wireless Inc for the year ending

December 31 2013

To transact any other business that may properly come before the annual meeting or any adjournment

or postponement thereof

These items of business are more fully described in the proxy statement accompanying this notice The

record date for the annual meeting is April 15 2013 Only stockholders of record at the close of business on that

date are entitled to notice of and to vote at the annual meeting and any adjournment or postponement thereof

Please see the map at http//www.ruckuswireless.com/company/directions for directions to our headquarters

We look forward to seeing you at the annual meeting

By Order of the Board of Directors

Is Scott Maples

Scott Maples

Vice President General Counsel and Corporate Secretary

Sunnyvale California

April 24 2013

You are cordially invited to attend the annual meeting in person Whether or not you expect to attend

the annual meeting please vote as promptly as possible in order to ensure your representation at the

meeting You may vote your shares by telephone or over the Internet as instructed in these materials If

you received proxy card or voting instruction card by mail you may submit your proxy card or voting

instruction card by completing signing dating and mailing your proxy card or voting instruction card in

the envelope provided Even if you have voted by proxy you may still vote in person if you attend the

meeting Please note however that if your shares are held of record by broker bank or other nominee

and you wish to vote at the meeting you must obtain proxy issued in your name from that record

holder
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RUCKUS WIRELESS INC
350 West Java Drive

Sunnyvale California 94089

PROXY STATEMENT
FOR THE 2013 ANNUAL MEETING OF STOCKHOLDERS

JUNE 2013

INFORMATION CONCERNING SOLICITATION AND VOTING

The Board of Ruckus Wireless Inc Ruckus the Company or we is soliciting proxies for our 2013

Annual Meeting of Stockiiolders to beheld on Wednesday June 2013 at 100 p.m local time at our

headquarters located at 350 West Java Drive Sunnyvale California 94089

The proxy materials including this proxy statement proxy card or voting instruction card and our 2012

Annual Report are being distributed and made available on or about April 24 2013 This proxy statement

contains important information for you to consider when deciding how to vote on the matters brought before the

meeting Please read it carefully

In accordance with rules and regulations adopted by the U.S Securities and Exchange Commission the

we have elected to provide our stockholders access to our proxy materials over the Internet

Accordingly Notice of Internet Availability of Proxy Materials the Notice will be mailed on or about

April 24 2013 to stockholders who owned our common stock at the close of business on April 15 2013

Stockholders will have the ability to access the proxy materials on website referred to in the Notice or request

printed set of the proxy materials be sent to them by following the instructions in the Notice

The Notice will also provide instructions on how you can elect to receive future proxy materials

electronically or in printed form by mail If you choose to receive future proxy materials electronically you will

receive an email next year with instructions containing link to the proxy materials and link to the proxy voting

site Your election to receive proxy materials electronically or in printed form by mail will remain in effect until

you terminate such election

Choosing to receive future proxy materials electronically will allow us to provide you with the information

you need in timelier manner will save us the cost of printing and mailing documents to you and will conserve

natural resources

QUESTIONS AND ANSWERS ABOUT THESE PROXY MATERIALS AND VOTING

Why am receiving these materials

We have sent you these proxy materials because the Board is soliciting your proxy to vote at the 2013

Annual Meeting of Stockholders including at any adjournments or postponements of the meeting You are

invited to attend the annual meeting to vote on the proposals described in this proxy statement However you do

not need to attend the meeting to vote your shares Instructions on how to access the proxy materials over the

Internet or to request printed copy may be found in the Notice

We intend to mail the Notice on or about April 24 2013 to all stockholders of record entitled to vote at the

annual meeting

Will receive any other proxy materials by mail

We may send you proxy card along with second Notice on or after May 2013



How can access the proxy materials over the Internet

You may view and also download our proxy materials including the 2012 Annual Report our 2012

Form 10-K and the Notice on our website at http//www.ruckuswireless.com as well as http//proxyvote.com

Please see the instructions below regarding how to submit your vote

How do attend the annual meeting

The meeting will be held on Wednesday June 2013 at 100 p.m local time at 350 West Java Drive

Sunnyvale California 94089 Directions to the annual meeting may be found at http//www.ruckuswireless.com/

company/directions Information on how to vote in person at the annual meeting is discussed below

Who can vote at the annual meeting

Only stockholders of record at the close of business on April 15 2013 will be entitled to vote at the annual

meeting On this record date there were 74355102 shares of common stock outstanding and entitled to vote

Stockholder of Record Shares Registered in Your Name

If on April 15 2013 your shares were registered directly in your name with our transfer agent

Computershare Trust Company N.A then you are stockholder of record As stockholder of record you may

vote in person at the meeting or vote by proxy Whether or not you plan to attend the meeting we urge you to

vote by proxy to ensure your vote is counted if you later decide not to attend the meeting

Beneficial Owner Shares Registered in the Name of Broker or Bank

If on April 15 2013 your shares were held not in your name but rather in an account at brokerage firm

bank dealer or other similarorganization then you are the beneficial owner of shares held in street name and

the Notice is being forwarded to you by that organization The organization holding your account is considered to

be the stockholder of record for purposes of voting at the annual meeting As beneficial owner you have the

right to direct your broker or other agent regarding how to vote the shares in your account You are also invited

to attend the annual meeting However since you are not the stockholder of record you may not vote your shares

in person at the meeting unless you request and obtain valid proxy from your broker or other agent

What am voting on

There are two matters scheduled for vote

Election of the three directors nominated by the Board to serve until the 2016 Annual Meeting of

Stockholders and

Ratification of selection by the Audit Committee of the Board of Deloitte Touche LLP as

independent registered public accounting firm of Ruckus for its fiscal year ending December 31 2013

What if another matter is properly brought before the meeting

The Board knows of no other matters that will be presented for consideration at the 2013 annual meeting If

any other matters are properly brought before the meeting it is the intention of the persons named in the

accompanying proxy to vote on those matters in accordance with their best judgment



How do vote

You may either vote For all the nominees to the Board or you may Withhold your vote for any nominee

you specify You may vote For the ratification of the selection by the Audit Committee of the Board of

Deloitte Touche LLP as independent registered public accounting firm of Ruckus for its fiscal year ending

December 31 2013 or you may vote Against or select Abstain from voting

The procedures for voting are fairly simple

Stockholder of Record Shares Registered in Your Name

If you are stockholder of record you may vote in person at the annual meeting over the Internet by

telephone or by proxy using proxy card that you may request or proxy card that we may elect to deliver at

later time Whether or not you plan to attend the meeting we urge you to vote by proxy to ensure your vote is

counted You may still attend the meeting and vote in person even if you have already voted by proxy

To vote in person come to the annual meeting and we will give you ballot when you arrive

If you received printed proxy materials you may submit your proxy by simply completing signing and

dating the proxy card and return it promptly in the envelope provided If you return your signed proxy

card to us before the annual meeting we will vote your shares as you direct

To submit your proxy by telephone dial toll-free 1-800-690-6903 using touch-tone phone and follow

the recorded instructions You will be asked to provide the company number and control number from

the Notice Your vote must be received by 1159 p.m Eastern Time on June 2013 to be counted

To submit your proxy over the Internet go to http//www.proxyvote.com to complete an electronic

proxy card You will be asked to provide the company number and control number from the Notice

Your vote must be received by 1159 p.m Eastern Time on June 2013 to be counted

Beneficial Owner Shares Registered in the Name of Broker or Bank

If you are beneficial owner of shares registered in the name of your broker bank or other agent you

should have received Notice containing voting instructions from that organization rather than from us Simply

follow the voting instructions in the Notice to ensure that your vote is counted Alternatively you may vote by

telephone or over the Internet as instructed by your broker or bank To vote in person at the annual meeting you

must obtain valid proxy from your broker bank or other agent Follow the instructions from your broker or

bank included with these proxy materials or contact your broker or bank to request proxy form

Internet proxy voting is provided to allow you to vote your shares online with procedures designed to

ensure the authenticity and correctness of your proxy vote instructions However please be aware

that you must bear any costs associated with your Internet access such as usage charges from

Internet access providers and telephone companies

How many votes do have

On each matter to be voted upon you have one vote for each share of common stock you owned as of

April 15 2013

What happens if do not vote

Stockholder of Record Shares Registered in Your Name

If you are stockholder of record and do not vote by completing your proxy card by telephone over the

Internet or in person at the annual meeting your shares will not be voted



Beneficial Owner Shares Registered in the Name of Broker or Bank

If you are beneficial owner and do not instruct your broker bank or other agent how to vote your shares

the question of whether your broker or nominee will still be able to vote your shares depends on whether the New

York Stock Exchange NYSE deems the particular proposal to be routine matter Brokers and nominees

can use their discretion to vote uninstructed shares with respect to matters that are considered to be routine

but not with respect to non-routine matters Under the rules and interpretations of the NYSE non-routine

matters are matters that may substantially affect the rights or privileges of stockholders such as mergers

stockholder proposals elections of directors even if not contested executive compensation including any

advisory stockholder votes on executive compensation and on the frequency of stockholder votes on executive

compensation and certain corporate governance proposals even if management-supported Accordingly your

broker or nominee may not vote your shares on Proposal without your instructions but may vote your shares

on Proposal

What if return proxy card or otherwise vote but do not make specific choices

If you return signed and dated proxy card or otherwise vote without marking voting selections your shares

will be voted as applicable Forthe election of all three nominees for director and For the ratification of the

selection of Deloitte Touche LLP as our independent registered public accounting firm for the fiscal year

ending December 31 2013 If any other matter is properly presented at the meeting your proxyholder one of the

individuals named on your proxy card will vote your shares using his or her best judgment

Who is paying for this proxy solicitation

We will pay for the entire cost of soliciting proxies In addition to these proxy materials our directors and

employees may also solicit proxies in person by telephone or by other means of communication Directors and

employees will not be paid any additional compensation for soliciting proxies We will also reimburse brokerage

firms banks and other agents for the cost of forwarding proxy materials to beneficial owners

What does it mean if receive more than one Notice

If you receive more than one Notice your shares may be registered in more than one name or in different

accounts Please follow the voting instructions on the Notices to ensure that all of your shares are voted

Can change my vote after submitting my proxy

Stockholder of Record Shares Registered in Your Name

Yes You can revoke your proxy at any time before the final vote at the meeting If you are the record holder

of
your shares you may revoke your proxy in any one of the following ways

You may submit another properly completed proxy card with later date

You may grant subsequent proxy by telephone or through the Internet

You may send timely written notice that you are revoking your proxy to Ruckus Wireless Inc.s

Corporate Secretary at 350 West Java Drive Sunnyvale California 94089

You may attend the annual meeting and vote in person Simply attending the meeting will not by itself

revoke your proxy

Your most current proxy card or telephone or Internet proxy is the one that is counted

Beneficial Owner Shares Registered in the Name of Broker or Bank

If your shares are held by your broker or bank as nominee or agent you should follow the instructions

provided by your broker or bank



When are stockholder proposals and director nominations due for next years annual meeting

To be considered for inclusion in next years proxy materials your proposal must be submitted in writing by

December 25 2013 to our Corporate Secretary at 350 West Java Drive Sunnyvale California 94089 and must

comply with all applicable requirements of Rule 14a-8 promulgated under the Securities Exchange Act of 1934

as amended provided however that if our 2014 Annual Meeting of Stockholders is held before May 2014 or

after July 2014 then the deadline is reasonable amount of time prior to the date we begin to print and mail

our proxy statement for the 2014 Annual Meeting of Stockholders You are also advised to review our bylaws

which contain additional requirements about advance notice of stockholder proposals and director nominations

How are votes counted

Votes will be counted by the inspector of election appointed for the meeting who will separately count for

the proposal to elect directors votes For Withhold and broker non-votes and with respect to other

proposals votes For and Against abstentions and if applicable broker non-votes Broker non-votes have no

effect and will not be counted towards the vote total for any proposal

What are broker non-votes

Broker non-votes occur when beneficial owner of shares held in street name does not give instructions

to the broker or nominee holding the shares as to how to vote on matters deemed non-routine Generally if

shares are held in street name the beneficial owner of the shares is entitled to give voting instructions to the

broker or nominee holding the shares If the beneficial owner does not provide voting instructions the broker or

nominee can still vote the shares with respect to matters that are considered to be routine but not with respect

to non-routine matters Under the rules and interpretations of the NYSE non-routine matters are matters that

may substantially affect the rights or privileges of stockholders such as mergers stockholder proposals elections

of directors even if not contested and executive compensation including advisory stockholder votes on

executive compensation and on frequency of stockholder votes on executive compensation Proposal is non-

routine matter and Proposal is routine matter

How many votes are needed to approve each proposal

For the election of directors the three nominees to serve until the 2016 Annual Meeting of

Stockholders receiving the most For votes from the holders of shares present in person or represented

by proxy and entitled to vote on the election of directors will be elected Only votes For or

Withheld will affect the outcome

To be approved Proposal No ratification of the selection of Deloitte Touche LLP as our

independent registered public accounting firm for fiscal year ending December 31 2013 must receive

For votes from the holders of majority of shares present in person or by proxy and entitled to vote

If you select to Abstain from voting on Proposal No it will have the same effect as an Against
vote Broker non-votes will have no effect however Proposal No is considered routine matter and

therefore no broker non-votes are expected to exist in connection with Proposal No

What is the quorum requirement

quorum of stockholders is necessary to hold valid meeting quorum will be present if stockholders

holding at least majority of the outstanding shares entitled to vote are present at the meeting in person or

represented by proxy On the record date there were 74355102 shares outstanding and entitled to vote

Your shares will be counted towards the quorum only if you submit valid proxy or one is submitted on

your behalf by your broker bank or other nominee or if you vote in person at the meeting Abstentions and

broker non-votes will be counted towards the quorum requirement If there is no quorum the chairperson or the

holders of majority of shares present at the meeting in person or represented by proxy may adjourn the meeting

to another date



How can find out the results of the voting at the annual meeting

Preliminary voting results will be announced at the annual meeting Final voting results will be published in

Current Report on Form 8-K that we expect to file within four business days after the annual meeting If final

voting results are not available to us in time to file Form 8-K within four business days after the meeting we

intend to file Form 8-K to publish preliminary results and within four business days after the final results are

known to us file an additional Form 8-K to publish the final results



PROPOSAL

ELECTION OF DrnECroRs

Our Board is divided into three classes Each class consists as nearly as possible of one-third of the total

number of directors and each class has three-year term Vacancies on the Board may be filled only by persons

elected by majority of the remaining directors director elected by the Board to fill vacancy in class

including vacancies created by an increase in the number of directors serves for the remainder of the full term of

that class and until the directors successor is duly elected and qualified

The Board presently has eight members There are three directors in the class whose term of office expires

in 2013 Each of the nominees listed below is currently director of Ruckus Wireless Inc If elected at the

annual meeting each of these nominees would serve until the 2016 Annual Meeting of Stockholders and until his

successor has been duly elected and qualified or if sooner until the directors death resignation or removal It is

the our policy to invite directors and nominees for director to attend the annual meeting

The three nominees for Class director are Mr Gaurav Garg Mr James Goetz and Mr William Kish

each of whom currently serves as Class director whose term expires at the 2013 annual meeting If re-elected

at the 2013 annual meeting each of these nominees would serve until our 2016 Annual Meeting of Stockholders

and until his successor is elected and qualified or if sooner until his death resignation or removal Each

nominee has indicated his willingness to continue to serve as director if re-elected Our management has no

reason to believe that any nominee will be unable to serve In the event that any of the nominees should be

unavailable for election as result of an unexpected occurrence shares represented by executed proxies will be

voted for the election of substitute nominee proposed by management

Directors are elected by plurality of the votes of the shares present in person or represented by proxy and

entitled to vote at the annual meeting Proxies cannot be voted for more than three persons The three nominees

nominated by the Board to serve as Class directors must receive the most For votes among votes properly

cast in person or by proxy of nominees for the vacancies in such director class in order to be elected Shares

represented by executed proxies will be voted if authority to do so is not withheld For the election of the

nominees named below Only votes For or Withheld will affect the outcome

The following table sets forth certain information as of March 2013 with respect to our directors

including the three persons nominated for election by our Board at the 2013 annual meeting

Name Age Director Since

Selina Lo 53 2004

William Kish 41 2004

Gaurav Garg 47 2002

Mohan Gyani 61 2009

Georges Antoun 50 2011

Richard Lynch 64 2012

Stewart Grierson 46 2012

James Goetz 47 2012

The brief biographies below include information as of the date of this proxy statement regarding the

specific and particular experience qualifications attributes or skills of each nominee for director In addition

following the biographies of the nominees are the biographies of Class II and Class IH directors containing

information of each director continuing to serve on the Board



Class Nominees for Election to the Board of Directors for Three-Year Term Expiring in 2016

Gaurav Garg has served as one of our directors since August 2002 Mr Garg is currently an active investor

in enterprise and mobile focused technology companies and serves on the board of number of privately held

companies From 2001 to 2010 Mr Garg was non-managing member at Sequoia Capital Prior to joining

Sequoia Capital Mr Garg was founder board member and Senior Vice President of Product Management at

Redback Networks which was acquired by Telefonaktiebolaget L.M Ericsson Ericsson in January 2007

Prior to Redback Networks Mr Garg held various engineering positions at SynOptics and Bay Networks

Mr Garg holds BS and MS in Electrical Engineering and BS in Computer Science all from Washington

University in St Louis

Mr Garg was selected to serve on our Board based on his extensive experience with technology and

networking companies including as founder executive and venture capitalist

James Goetz has served as one of our directors since July 2012 Since June 2005 Mr Goetz has been

managing member of Sequoia Capital Operations LLC Prior to joining Sequoia Capital from 2000 to 2004

Mr Goetz was General Partner at Accel Partners Mr Goetz holds an MS in Electrical Engineering from

Stanford University and BS in Electrical and Computer Engineering from the University of Cincinnati

Mr Goetz currently serves on the board of directors of Jive Software Inc provider of social business software

Palo Alto Networks Inc network security company and number of privately held companies

Mr Goetz was selected to serve on our Board based on his extensive experience with technology companies

and broad experience in the venture capital industry

William Kish one of our co-founders has served as our Chief Technology Officer since 2002 and as

member of our Board since May 2004 From 1998 to 2000 Mr Kish served as member of the technical staff at

Lightera Networks Inc telecommunications equipment company From 1997 to 1998 Mr Kish served as

Principal Engineer at Berkeley Networks Inc computer equipment company From 1993 to 1997 Mr Kish

served as Software Engineer and later as Principal Engineer at FORE Systems Inc computer networking

company Mr Kish holds BS in Computer Engineering from Carnegie Mellon University

Mr Kish was selected to serve on our Board based on the perspective and experience he brings as our Chief

Technology Officer and his extensive experience in the networking industry

Class II Directors Continuing in Office Until the 2014 Annual Meeting

Georges Antoun has served as one of our directors since December 2011 Mr Antoun has been Chief

Operating Officer of First Solar Inc provider of fully integrated solar solutions since June 2012 From July

2011 to June 2012 Mr Antoun was Venture Partner at Technology Crossover Partners and part of the

Infrastructure team From January 2007 to July 2011 Mr Antoun was the Head of Product Area IP Broadband

Networks for Ericsson Before joining Ericsson from August 2001 to January 2007 Mr Antoun was Senior Vice

President of Worldwide Sales Operations at Redback Networks which Ericsson acquired in January 2007

After the acquisition of Redback Networks Mr Antoun was promoted to Chief Executive Officer of the Redback

entity at Ericsson until 2009 Prior to Redback Networks from 1996 to 2001 Mr Antoun worked at Cisco

Systems where he served in various roles including Vice President of Worldwide Systems Engineering and Field

Marketing Vice President of Worldwide Optical Operations and Vice President of Carrier Sales Mr Antoun

holds BS in Engineering from the University of Louisiana at Lafayette and Masters in Information Systems

Engineering from New York Polytechnic now NYU Poly

Mr Antoun was selected to serve on our Board based on his extensive experience with technology and

networking companies including as an executive and venture capitalist

Mohan Gyani has served as one of our directors since December 2009 and as lead independent director

since July 2012 Since May 2005 Mr Gyani has served in various roles at Roamware Inc mobile roaming

solutions company most recently as Vice Chairman From March 2000 to January 2003 Mr Gyani served as



President and Chief Executive Officer of ATT Wireless Services Inc telecommunications company From

September 1995 to 1999 Mr Gyani was an Executive Vice President and Chief Financial Officer of Airlouch

Communications Inc wireless telephone services provider Prior to AirTouch Communications Mr Gyani

spent 15 years with the Pacific Telesis Group Inc of Pacific Bell telecommunications company Mr Gyani

holds BA in business administration and an MBA from San Francisco State University From June 2007 to June

2010 Mr Gyani served on the board of directors of Mobile Telesystems Inc Currently Mr Gyani serves on the

boards of directors of Audience Inc Keynote Systems Inc Safeway Inc and Union Bank N.A as well as on

the boards of directors of certain private companies

Mr Gyani was selected to serve on our Board based on his extensive experience with technology and

networking companies and broad experience in the telecommunications industry

Richard Lynch has served as one of our directors since March 2012 Mr Lynch has been president of FB

Associates LLC an advisory and consulting services company since September 2011 From October 2010 to

August 2011 Mr Lynch served as Executive Vice President of Enterprise-wide Strategic Technology Initiatives

at Verizon Communications Inc and from July 2007 to October 2010 as Executive Vice President and Chief

Technology Officer From 2000 to 2007 Mr Lynch served as Chief Technology Officer at Verizon Wireless He

is Fellow of The Institute of Electrical and Electronic Engineers and has been awarded patents in the field of

wireless communications Mr Lynch is graduate of Lowell Technological Institute now University of

Massachusetts where he received BS and MS degrees in Electrical Engineering He has also completed post

graduate work at The Wharton School at the University of Pennsylvania and the Johnson School of Management

at Cornell University Mr Lynch serves as chairman of the board of directors of TranSwitch Corporation and as

member of the board of directors of Blackberry formerly known as Research In Motion Limited

Mr Lynch was selected to serve on our Board based on his extensive experience with technology and

networking companies

Class III Directors Continuing in Office Until the 2015 Annual Meeting

Stewart Grierson has served as one of our directors since June 2012 Since January 2013 Mr Grierson has

served as Chief Financial Officer and SVP of Operations of Coraid Inc data storage company From October

2004 to June 2011 Mr Grierson served as Chief Financial Officer of ArcSight Inc an enterprise security and

software compliance management company and also served as Vice President of Finance from January 2003 to

September 2004 and Secretary from January 2003 to January 2006 From November 1999 to July 2002

Mr Grierson served in several positions for ON Systems Corp provider of optical communications

equipment including most recently as Vice President and Corporate Controller From 1992 to 1999 he served in

various roles in the audit practice at KPMG LLP Mr Grierson holds BA in economics and Graduate Diploma

in Chartered Accountancy both from McGill University Mr Grierson is also chartered accountant

Mr Grierson was selected to serve on our Board based on his extensive experience with technology and

communications companies and his financial and accounting background Mr Grierson qualifies as an audit

committee financial expert within the meaning of the SEC regulations

Selina Lo has served as our President and Chief Executive Officer since July 2004 and as member of

our Board since May 2004 From 2000 to 2001 Ms Lo held various positions at Nortel Networks Inc

telecommunications equipment manufacturing company including Vice President of Architecture of the Data

Networking Unit From 1996 to 2000 Ms Lo served as Vice President of Marketing and Product Management at

Alteon WebSystems Inc an Internet infrastructure company until Alteon WebSystems was acquired by Nortel

Networks Inc in 2000 From 1993 to 1995 Ms Lo served as Vice President of Marketing at Centillion Networks

Inc telecommunications equipment manufacturing company which was acquired by Bay Networks Inc

network hardware company in 1995 Ms Lo continued to serve as the Vice President of Product Development

for the Centillion Business Unit of Bay Networks until 1996 Ms Lo holds BA in Computer Science from the

University of California Berkeley



Ms Lo was selected to serve on our Board based on the perspective and experience she brings as our Chief

Executive Officer and her extensive experience in the networking industry

There are no family relationships among any of our executive officers directors or persons nominated to

become one of our directors

THE BOARD OF DIRECTORS RECOMMENDS
VOTE FOR THE ELECTION OF THE DIRECTORS

COVERED BY PROPOSAL NO.1
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INFORMATION REGARDING THE BOARD OF DIRECTORS AND CORPORATE GOVERNANCE

Director Independence

Under the listing requirements and rules of the NYSE independent directors must comprise majority of

our Board as listed company within one year of the closing of its initial public offering

The Board has undertaken review of its composition the composition of its committees and the

independence of each director Based upon information requested from and provided by each director concerning

his background employment and affiliations including family relationships the Board has determined that

Messrs Antoun Garg Goetz Grierson Gyani and Lynch do not have any relationships that would interfere with

the exercise of independent judgment in carrying out the responsibilities of director and that each of these

directors is independent as that term is defined under the applicable rules and regulations of the SEC and the

listing requirements and rules of the NYSE In making this determination the Board considered the current and

prior relationships that each non-employee director has with our company and all other facts and circumstances

our Board deemed relevant in determining their independence including the beneficial ownership of our capital

stock by each non-employee director

Board Leadership Structure

Mr Gyani serves as our Boards lead independent director Currently meetings of the Board are generally

chaired by the lead independent director or at his request Ms Lo our President and Chief Executive and also

member of the Board The Board currently has no member serving in the position of chairperson of the Board

The Board appointed Mr Gyani as the lead independent director to reinforce the independence of the Board

as whole for purposes of calling and conducting meetings of the Board We believe that the lead independent

director helps ensure the effective independent functioning of the Board in its oversight responsibilities The lead

independent director is empowered to among other things preside over Board meetings including if applicable

executive sessions of the independent directors approve information to be sent to the Board if requested to do so

by the Board approve proposed meeting agendas and schedules and call meetings of the Board and/or

independent directors

The Board does not currently have chairperson and we have not adopted any policy regarding

chairpersons independence The Board would however consider appointing either an independent or non-

independent director as chairperson depending on what the Board determined to be in the best interests of the

Company and its stockholders when selecting chairperson We believe that having the President and Chief

Executive Officer serve also as director helps to ensure that the Board and management act with common

purpose and that Ms Lo helps to act as bridge between management and the Board facilitating the regular

flow of information and providing the Board with valuable insight into the day-to-day operations of the

Company For similar reasons we do not preclude that the President and Chief Executive could additionally

serve as chairperson of the Board In appropriate circumstances the Board would also consider appointing an

independent director as chairperson of the Board which may have the advantage of creating an environment that

is more conducive to objective evaluation and oversight of managements performance increasing management

accountability and improving the ability of the Board to monitor whether managements actions are in the best

interests of the Company and its stockholders We also believe that regardless of the chairpersons independence

it may be advantageous to have Board chairperson who has history with and knowledge of the Company

Role of the Board in Risk Oversight

Risk is inherent with
every business and how well business manages risk can ultimately determine its

success Management is responsible for the day-to-day management of the risks that we face while the Board as

whole and through its committees has responsibility for the oversight of risk management In its risk oversight

role the Board is responsible for satisfying itself that the risk management processes designed and implemented

by management are adequate and functioning as designed
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One of the Boards key functions is informed oversight of the Companys risk management process The

Board does not have standing risk management committee but rather administers this oversight function

directly through the Board as whole as well as through various Board standing committees that address risks

inherent in their respective areas of oversight In particular our Board is responsible for monitoring and assessing

strategic risk exposure including determination of the nature and level of risk appropriate for the Company

Our Audit Committee has the responsibility to consider and discuss our major financial risk exposures and the

steps our management has taken to monitor and control these exposures including guidelines and policies to

govern the process by which risk assessment and management is undertaken The Audit Committee also monitors

compliance with legal and regulatory requirements in addition to oversight of the performance of our internal

audit function Our Nominating and Corporate Governance Committee monitors the effectiveness of our

corporate governance guidelines including whether they are successful in preventing illegal or improper

liability-creating conduct Our Compensation Committee assesses and monitors whether any of our

compensation policies and programs has the potential to encourage excessive risk-taking

Meetings of The Board of Directors

The Board met twelve times during 2012 Each Board member attended 75% or more of the aggregate

number of meetings of the Board and of the committees on which they served held during the portion of the last

fiscal year for which they were director or committee member

Information Regarding Committees of the Board of Directors

The Board has three standing committees an Audit Committee Compensation Committee and

Nominating and Corporate Governance Committee

Each of these three standing committees has written charter approved by our Board that reflects the

applicable standards and requirements adopted by the SEC and NYSE copy of each charter can be found on

our website http//www.ruckuswireless.com under the section titled Investors Relations and under the

subsection Corporate Governance Information contained in or accessible through our website is not part of

this proxy statement The following table provides membership and meeting information for 2012 for each of the

committees of the Board

Nominating and

Corporate
Name Audit Compensation Governance

Selina Lo

William Kish

Georges Antoun

Gaurav Garg

James Goetz

Stewart Grierson

Mohan Gyani

Richard Lynch

Total meetings in 2012

denotes committee chairperson

denotes financial expert

denotes lead independent director

On February 2013 Mr Goetz was appointed as member of the Nominating and Corporate Governance

Committee
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Below is description of each standing committee of the Board The Board has determined that each

committee member meets the applicable NYSE rules and regulations regarding independence and is free of any

relationship that would impair his individual exercise of independent judgment with regard to the Company The

standing committees regularly report to the Board on their actions and recommendations The committees

periodically review their charters and assess their own performance In addition the Board through the

Nominating and Corporate Governance Committee conducts an annual review of the role function roster and

operation of each of the Boards standing committees

Audit Committee

The Audit Committee was established to oversee our corporate accounting and financial reporting processes

and audits of its financial statements

Our Audit Committee currently consists of Messrs Antoun Garg and Grierson each of whom the Board

has determined satisfies the independence requirements under the NYSE listing standards and Rule 1OA-3b1
of the Exchange Act The chair of the Audit Committee is Mr Grierson whom the Board has determined is an

audit committee financial expert within the meaning of the SEC regulations Each member of our Audit

Committee can read and understand fundamental financial statements in accordance with applicable

requirements In arriving at these determinations the Board has examined each Audit Committee members

scope of experience and the nature of their employment in the corporate finance sector The Audit Committee

met three times during 2012

The functions of this committee include

reviewing and pre-approving the engagement of our independent registered public accounting firm to

perform audit services and any permissible non-audit services

evaluating the performance of our independent registered public accounting firm and deciding whether

to retain its services

monitoring the rotation of partners of our independent registered public accounting firm on our

engagement team as required by law

reviewing our annual and quarterly financial statements and reports and discussing the statements and

reports with our independent registered public accounting firm and management including review of

disclosures under Managements Discussion and Analysis of Financial Condition and Results of

Operations

considering and approving or disapproving of all related party transactions

reviewing with our independent registered public accounting firm and management significant issues

that may arise regarding accounting principles and financial statement presentation as well as matters

concerning the scope adequacy and effectiveness of our financial controls

establishing procedures for the receipt retention and treatment of any complaints received by us

regarding financial controls accounting or auditing matters and

conducting an annual assessment of the performance of the Audit Committee and its members and the

adequacy of its charter

Compensation Committee

Our Compensation Committee consists of Messrs Antoun Garg and Lynch The Board has determined that

each of Messrs Antoun Garg and Lynch is independent under the NYSE listing standards is non-employee

director as defined in Rule 16b-3 promulgated under the Exchange Act and is an outside director as that term

is defined in Section 162m of the Internal Revenue Code of 1986 as amended The chair of our Compensation

Committee is Mr Garg The Compensation Committee met six times during 2012
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The functions of this committee include

reviewing and recommending to the full board of directors the compensation and other terms of

employment of our chief executive officer

reviewing and approving the compensation and other terms of employment of our executive officers

other than the chief executive officer

reviewing and approving corporate performance goals and objectives relevant to such compensation

reviewing and recommending to the full board of directors the compensation of our directors

evaluating adopting and administering equity incentive plans compensation plans and similar

programs as well as modification or termination of plans and programs

establishing policies with
respect to equity compensation arrangements

reviewing with management our disclosures under the caption Compensation Discussion and

Analysis and recommending to the full board its inclusion in our periodic reports to be filed with the

SEC and

reviewing and assessing at least annually the performance of the Compensation Committee and the

adequacy of its charter

Compensation Committee Processes and Procedures

Typically the Compensation Committee meets quarterly and with greater frequency if necessary The

Compensation Committee meets in executive session as needed and from time to time various members of

management and other employees as well as outside advisors or consultants may be invited by the Compensation

Committee to make presentations to provide financial or other background information or advice or to otherwise

participate in Compensation Committee meetings The Chief Executive Officer may not participate in or be

present during any deliberations or determinations of the Compensation Committee or the Board regarding her

compensation The charter of the Compensation Committee grants the Compensation Committee full access to

all books records facilities and personnel of the Company as well as authority to obtain at the expense of the

Company advice and assistance from internal and external legal accounting or other advisors and consultants

and other external resources that the Compensation Committee considers necessary or appropriate in the

performance of its duties In particular the Compensation Committee has the sole authority to retain

compensation consultants to assist in its evaluation of executive and director compensation including the

authority to approve the consultants reasonable fees and other retention terms

In 2012 at the direction of the Compensation Committee we engaged Compensia Inc Compensia and

Radford an Aon Hewitt Consulting Company Radford to support management and the Compensation

Committee in reviewing and making decisions regarding the compensation of our directors and executive

officers Compensia and Radford are both well-known and respected management consulting firms that provide

compensation advisory services to compensation committees and management

The Compensation Committee relied on data and advice from both Compensia and Radford in reviewing

and determining the following decisions with
respect to our executive compensation policies and practices

peer company groups composed of public and private companies with comparable revenues taking

into consideration market capitalization industry segment total employees and geographic location

cash and equity compensation data for the
peer groups

best practices in our market for executive compensation policies and practices including base salaries

short term cash incentives long-term equity compensation and severance program design

our director compensation program and

equity grant guidelines for our executive officers and our broad-based employee population
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We pay for the costs of Compensias and Radfords work and management has the ability to direct their

work under the supervision of the Compensation Committee In 2012 neither Compensia nor Radford were

present at any deliberations of our Board however they did participate in Compensation Committee meetings

when necessary In 2012 the total cost of the services provided by Compensia did not exceed $35000 and the

total cost of the services provided by Radford did not exceed $25000 The Board and the Compensation

Committee were aware that Compensia and Radford were retained and instructed by management and did not

believe that this created an impermissible conflict of interest or impaired their ability to provide thoughtful

guidance and appropriate company peer
data The Compensation Committee may retain its own independent

compensation consultant in the future

In 2012 the Compensation Committee formed an Equity Subcommittee currently composed of the

Companys Chief Executive Officer Chief Financial Officer and Vice President of Human Resources to which it

delegated authority to grant without any further action required by the Compensation Committee stock options

and restricted stock units to employees who are not officers of the Company within certain pre-approved

guidelines The purpose
of this delegation of authority is to enhance the flexibility of option administration

within the Company and to facilitate the timely grant of options to non-officer employees within specified limits

approved by the Compensation Committee based on the employees geographic location level and job function

During 2012 the subcommittee exercised its authority to grant options to purchase an aggregate of 31300 shares

to non-officer employees

The Compensation Committee determines most of the significant adjustments to annual compensation

programs recommends to the Board bonus and equity awards for our chief executive officer determines bonus and

equity awards for executive officers other than our chief executive officer and establishes new performance

objectives at one or more meetings held during the first quarter of the year However the Compensation Committee

also considers matters related to individual compensation such as compensation for new executive hires as well as

high-level strategic issues such as the efficacy of the Companys compensation strategy potential modifications to

that strategy and new trends plans or approaches to compensation at various meetings throughout the year

Generally the Compensation Committees process comprises two related elements the determination of

compensation levels and the establishment of performance objectives for the current year For executives other than

the Chief Executive Officer the Compensation Committee solicits and considers evaluations and recommendations

submitted to the Committee by the Chief Executive Officer In the case of the Chief Executive Officer the

evaluation of her performance is conducted by the Compensation Committee which determines any adjustments to

her compensation as well as awards to be granted For all its deliberations the Compensation Committee may

review and consider as appropriate materials such as financial reports and projections operational data tax and

accounting information tally sheets that set forth the total compensation that may become payable to executives in

various hypothetical scenarios executive and director stock ownership information company stock performance

data analyses of historical executive compensation levels and current Company-wide compensation levels and

recommendations of the Compensation Committees compensation consultant including analyses of executive and

director compensation paid at other companies identified by the consultant

Compensation Committee Interlocks and Insider Participation

As noted above the Compensation Committee consists of Messrs Antoun Garg and Lynch None of the

members of the Compensation Committee has at any time been an officer or employee of Ruckus Wireless Inc No

member of the Board or of the Compensation Committee served as an executive officer of another entity that had

one or more of our executive officers serving as member of that entitys board or compensation committee

Nominating and Corporate Governance Committee

Our Nominating and Corporate Governance Committee consists of Messrs Goetz Gyani and Lynch The

Board has determined that Messrs Gyani and Lynch are independent under the NYSE listing standards The

chair of our Nominating and Corporate Governance Committee is Mr Lynch The Nominating and Corporate

Governance Committee did not meet during 2012
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The functions of this conimittee include

reviewing periodically and evaluating performance of the Board and its applicable committees and

recommending to the Board and management areas for improvement

interviewing evaluating nominating and recommending individuals for membership on the Board

reviewing and recommending to the Board terms of and any amendments to our corporate governance

policies and

reviewing and assessing at least annually the performance of the Nominating and Corporate

Governance Committee and the adequacy of its charter

The Nominating and Corporate Governance Committee believes that candidates for director should have

certain minimum qualifications including the highest professional and personal ethics and values consistent

with our Code of Business Conduct Candidates should have broad experience and demonstrated excellence in

their fields They should
possess

relevant expertise upon which to be able to offer advice and guidance to

management and be committed to enhancing stockholder value They should have sufficient time to devote to our

affairs and to carry out their duties They should have the ability to exercise sound business judgment and to

provide insight and practical wisdom based on experience Each director must represent the interests of all

stockholders Their service on other boards of public companies should be limited to number that permits them
given their individual circumstances to perform responsibly all director duties However the Nominating and

Corporate Governance Committee retains the right to modify these qualifications from time to time

The Nominating and Corporate Governance Committee utilizes variety of methods for identifying and

evaluating nominees for director The Nominating and Corporate Governance Committee periodically assesses

the appropriate size of our Board and whether any vacancies on our Board are expected due to retirement or

otherwise If vacancies are anticipated or otherwise arise the Nominating and Corporate Governance Committee

considers various potential candidates for director Candidates may come to the attention of the Nominating and

Corporate Governance Committee through current members of our Board professional search firms

stockholders or other persons The Nominating and Corporate Governance Committee conducts any appropriate

and necessary inquiries into the backgrounds and qualifications of possible candidates after considering the

function and needs of our Board The Nominating and Corporate Governance Committee meets to discuss and

consider the candidates qualifications and then selects nominee for recommendation to our Board by majority

vote These candidates are evaluated at meetings of the Nominating and Corporate Governance Committee and

may be considered at any point during the year

The Nominating and Corporate Governance Committee will consider properly submitted stockholder

recommendations for candidates for our Board who meet the minimum qualifications as described above The

Nominating and Corporate Governance Committee does not intend to alter the manner in which it evaluates

candidates including the minimum criteria set forth above based on whether or not the candidate was

recommended by stockholder Any stockholder recommendations proposed for consideration by the

Nominating and Corporate Governance Committee should be in writing and delivered to the Nominating and

Corporate Governance Committee at the following address 350 West Java Drive Sunnyvale California 94089
Submissions must include the full name age and address of the proposed nominee description of the proposed

nominees business experience for at least the previous five years complete biographical information

description of the proposed nominees qualifications as director and representation that the nominating

stockholder is beneficial or record holder of our stock including the class and number of shares of each class of

capital stock owned and dates the shares were acquired Any such submission must be accompanied by the

written consent of the proposed nominee to be named as nominee and to serve as director if elected

Following verification of the stockholder status of
persons proposing candidates the Nominating and Corporate

Governance Committee aggregates the recommendations and considers them at regularly scheduled meeting

prior to the issuance of the proxy statement for our next Annual Meeting of Stockholders If any materials are

provided by stockholder in connection with the recommendation of director candidate such materials are

forwarded to the Nominating and Corporate Governance Committee
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All proposals of stockholders that are intended to be presented by such stockholder at the Annual Meeting of

Stockholders must be in writing and received by us no later than 120 calendar days in advance of the first

anniversary date of mailing of the corporations proxy statement released to stockholders in connection with the

previous years Annual Meeting of Stockholders including any proposals to be included in that years proxy

materials Stockholders are also advised to review our bylaws which contain additional requirements with

respect to advance notice of stockholder proposals and director nominations

Stockholder Communications With The Board Of Directors

Our stockholders may communicate with the Board by writing to our Corporate Secretary at Ruckus

Wireless Inc 350 West Java Road Sunnyvale California 94089 Our Corporate Secretary will review these

communications and will determine whether they should be presented to our Board The purpose of this

screening is to allow the Board to avoid having to consider irrelevant or inappropriate communications All

communications directed to the Audit Committee in accordance with our Whistleblower Policy that relate to

questionable accounting or auditing matters involving Ruckus Wireless Inc will be promptly and directly

forwarded to the chairman of the Audit Committee

Code of Business Conduct

We have adopted the Ruckus Wireless Inc Code of Business Conduct that applies to all officers directors

and employees The Code of Business Conduct is available on our website at http//investors.ruckuswireless.com

If we make any substantive amendments to the Code of Business Conduct or grant any waiver from provision

of the Code of Business Conduct to any executive officer or director we will promptly disclose the nature of the

amendment or waiver on our website

Corporate Governance Guidelines

In July 2012 the Board documented the governance practices followed by the Company by adopting

Corporate Governance Guidelines to assure that the Board and Nominating and Corporate Governance

Committee will have the necessary authority and practices in place to review and evaluate our business

operations as needed and to make decisions that are independent of the our management The guidelines are also

intended to align the interests of directors and management with those of our stockholders The Corporate

Governance Guidelines set forth the practices the Board intends to follow with respect to board composition and

selection board meetings and involvement of senior management chief executive officer performance evaluation

and succession planning and board committees and compensation The Corporate Governance Guidelines as

well as the charters for each committee of the Board may be viewed at http//investors.ruckuswireless.com

Information contained in or accessible through our website is not part of this proxy statement

17



PROPOSAL

RATWICATION OF THE SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTThiG FIRM

The Audit Committee of the Board has selected Deloitte Touche LLP as our independent registered

public accounting firm for the fiscal year ending December 31 2013 and has further directed that management

submit the selection of independent registered public accounting firm for ratification by the stockholders at the

annual meeting Deloitte Touche has audited our financial statements since December 2010 Representatives

of Deloitte Touche are expected to be present at the 2013 annual meeting They will have an opportunity to

make statement if they so desire and will be available to respond to appropriate questions

Neither our Bylaws nor other governing documents or law require stockholder ratification of the selection of

Deloitte Touche LLP as our independent registered public accounting finn However the Audit Committee is

submitting the selection of Deloitte Touche LLP to the stockholders for ratification as matter of good

corporate practice If the stockholders fail to ratify the selection the Audit Committee will reconsider whether or

not to retain that firm Even if the selection is ratified the Audit Committee in its discretion may direct the

appointment of different independent auditors at any time during the year if they determine that such change

would be in the best interests of the Company and its stockholders

The affirmative vote of the holders of majority of the shares present in person or represented by proxy and

entitled to vote at the annual meeting will be required to ratify the selection of Deloitte Touche LLP

Abstentions will be counted toward the tabulation of votes on proposals presented to the stockholders and will

therefore have the same effect as negative votes Broker non-votes are counted towards quorum but are not

counted for any purpose in determining whether this matter has been approved

Principal Accountant Fees and Services

The following table represents aggregate fees billed to the Company for the fiscal
years

ended December 31

2012 and 2011 by Deloitte Touche LLP our principal accountant

Fiscal Year Ended

2012 2011

Audit Fees $1782270 $600000

Audit-related Fees2 10959 3714

Tax Fees

All Other Fees3 16500

Total Fees $1793229 $620214

Audit fees consist of professional services rendered in connection with the audit of our consolidated

financial statements and review of our quarterly consolidated financial statements Fees for 2012 also

include fees associated with our initial public offering of common stock completed in November 2012

which included review of our quarterly consolidated financial information included in our registration

statement on Form S-l filed with the SEC as well as delivery of comfort letters consents and review of

documents filed with the SEC

Audit-related fees consist of fees for professional services rendered that are reasonably related to the

performance of the audit or review of our consolidated financial statements including subscription for the

online library of accounting research literature

All other fees consist of professional services in connection with due diligence for an acquisition

All fees described above were approved by the Board or Audit Committee except with respect to

approximately $16500 in other fees in 2011 In connection with the audit of the 2012 financial statements we

entered into an engagement agreement with Deloitte Touche LLP which sets forth the terms by which

Deloitte Touche LLP will perform audit services for us That agreement is subject to alternative dispute

resolution procedures and an exclusion of punitive damages
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Pre-Approval Policies and Procedures

The Audit Committee has adopted procedures for the pre-approval of audit and non-audit services rendered

by our independent registered public accounting firm Deloitte Touche LLP The Audit Committee generally

pre-approves specified services in the defined categories of audit services audit-related services and tax services

up to specified amounts Pre-approval may also be given as part of the Audit Committees approval of the scope

of the engagement of the independent auditor or on an individual explicit case-by-case basis before the

independent auditor is engaged to provide each service The pre-approval of services may be delegated to one or

more of the Audit Committees members but the decision must be reported to the full Audit Committee at its

next scheduled meeting

The Audit Committee has determined that the rendering of the services other than audit services by

Deloitte Touche LLP is compatible with maintaining the principal accountants independence

THE BOARD OF DIRECTORS RECOMMENDS

VOTE IN FAVOR OF PROPOSAL
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The Audit Committee has reviewed and discussed the audited financial statements for the fiscal year ended

December 31 2012 with management of the Company The Audit Committee has discussed with the independent

registered public accounting firm the matters required to be discussed by Statement on Auditing Standards

No 61 as amended AICPA Professional Standards Vol AU section 380 as adopted by the Public

Company Accounting Oversight Board PCAOB in Rule 3200T The Audit Committee has also received the

written disclosures and the letter from the independent registered public accounting firm required by applicable

requirements of the PCAOB regarding the independent accountants communications with the Audit Committee

concerning independence and has discussed with the independent registered public accounting firm the

accounting firms independence

Based on the foregoing the Audit Committee has recommended to the Board that the audited financial

statements be included in the Companys Annual Report on Form 10-K for the fiscal year ended December 31
2012

Stewart Grierson Chairnan

Georges Antoun

Gaurav Garg

The material in this report is not soliciting material is not deemed filed with the SEC and is not to be

incorporated by reference in any of our filings under the Securities Act of 1933 as amended the Securities

Act or the Exchange Act other than our Annual Report on Form 10-K whether made before or after the

date hereof and irrespective of any general incorporation language in any such filing
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CERTAIN BENEFICLL OWNERS AND MANAGEMENT

The following table sets forth certain information with respect to the beneficial ownership of our common

stock as of March 2013 for

each of our named executive officers

each of our directors

all of our directors and executive officers as group and

each person or group of affiliated persons known by us to beneficially own more than 5% of our

common stock

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes any

shares over which person exercises sole or shared voting or investment power Shares of common stock

issuable under options or wanants that are exercisable within 60 days after March 2013 are deemed

beneficially owned and such shares are used in computing the percentage ownership of the
person holding the

options or warrants but are not deemed outstanding for the purpose of computing the percentage ownership of

any other person The information contained in the following table is not necessarily indicative of beneficial

ownership for any other purpose and the inclusion of any shares in the table does not constitute an admission of

beneficial ownership of those shares

Unless otherwise indicated below to our knowledge all persons named in the table have sole voting and

dispositive power with respect to their shares of common stock except to the extent authority is shared by

spouses under community property laws Unless otherwise indicated below the address of each beneficial owner

listed in the table below is do Ruckus Wireless Inc 350 West Java Drive Sunnyvale California 94089 The

table lists applicable percentage ownership based on 74309144 shares of common stock outstanding as of

March 2013

Common Percentage

Name of Beneficial Owner Stock of Class

Named Executive Officers and Directors

Selina Lo1 6728072 8.7%

Seamus Hennessy2 608815

Denis Maynard3 201470

William Kish4 2897264 3.9%

Gaurav Garg5 15625

Mohan Gyani5 239062

Georges Antoun5 56623

Richard LynchS 38742

Stewart Grierson5 29801

James Goetz6 5510858 7.4%

Directors and officers as group total of 13 persons7 18487165 23.4%

Greater than 5% Stockholders

Motorola Mobility LLC8 3976767 5.4%

Entities affiliated with Sequoia Capital9 17850437 7.4%

Represents beneficial ownership of less than of the outstanding common stock

Consists of 3033360 shares of common stock held by The Selina Lo Trust UfFID 7/22/97 stock

options exercisable for 3055945 shares of common stock within 60 days after March 2013 97699
shares of common stock held by The Lo 1999 Family Trust f/b/o Grant Gah-Yun Martin 97699 shares

of common stock held by The Lo 1999 Family Trust f/b/o Kwun Man Lo 97699 shares of common

stock held by The Lo 1999 Family Trust f/b/o Kyle Paht-Yun Martin 16099 shares of common stock

held by The Amy Lo 2004 Inevocable Trust 11100 shares of common stock held by The Sean Martin
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2003 Irrevocable Trust and 318471 shares of common stock held by Selina Lo Family Trust Dated

December 2012 Ms Lois Trustee of The Selina Lo Trust UTFID 7/22/97 The Lo 1999 Family

Trust The Amy Lo 2004 Irrevocable Trust and The Sean Martin 2003 Irrevocable Trust Ms Lo is the

Grantor and Dominic On is the Trustee of the Selina Lo Family Trust Dated December 2012

Represents shares of common stock issuable pursuant to stock options exercisable within 60 days after

March 2013 and includes stock options exercisable for 8750 shares of common stock which may be

acquired upon an early exercise and are subject to right of repurchase by the Company if Mr Hennessy

does not satisfy the options vesting requirements Shares acquired upon an early exercise may not be

disposed of until the vesting period has been satisfied

Includes 21000 restricted stock awards for which Mr Maynard has voting power subject to certain

restrictions including vesting and stock options exercisable for 180470 shares of common stock within 60

days after March 2013

Consists of 2850000 shares of common stock of which 41668 were acquired on early exercise of options

and are subject to the right of repurchase by the Company if Mr Kish does not satisfy the options vesting

requirements and stock options exercisable for 47264 shares of common stock within 60 days after

March 2013 Shares acquired upon an early exercise may not be disposed of until the vesting period has

been satisfied

Represents shares of common stock issuable pursuant to stock options exercisable within 60 days

after March 12013
Consists of the shares held by Sequoia Capital U.S Growth Fund IV L.P and Sequoia Capital USGF

Principals Fund IV L.P listed in footnote below Mr Goetz one of our directors is managing director

of SCGF GenPar Ltd which is the general partner of SCGF IV Management L.P which is the general

partner of each of Sequoia Capital U.S Growth Fund L.P and Sequoia Capital USGF Principals Fund

IV L.P and thus may be deemed to share voting and investment power over the shares held by Sequoia

Capital U.S Growth Fund L.P and Sequoia Capital USGF Principals Fund L.P

In addition to the individuals listed above includes an aggregate of 624013 shares of common stock and

stock options exercisable for 1855291 shares of common stock within 60 days after March 2013 held by

the executive officers

Motorola Mobility LLC Motorola is subsidiary of Google Inc Google publicly traded company

Google has delegated voting and dispositive power over these shares to certain officers of Motorola and

certain other employees of Motorola Motorolas address is 600 North U.S Highway 45 Libertyville

Illinois 60048

Consists ofa 1039886 shares of common stock held by Sequoia Capital LX L.P 43329 shares of

common stock held by Sequoia Capital Entrepreneurs Annex Fund L.P 9127790 shares of common

stock held by Sequoia Capital L.P 813832 shares of common stock held by Sequoia Capital

Principals Fund LLC 1314742 shares of common stock held by Sequoia Technology Partners L.P

5281539 shares of common stock held by Sequoia Capital U.S Growth Fund IV L.P and 229319

shares of common stock held by Sequoia Capital USGF Principals Fund L.P SC LXI Management

LLC is the general partner of Sequoia Capital IX L.P and Sequoia Capital Entrepreneurs Annex Fund L.P

SC Management LLC is the general partner of Sequoia Capital L.P and Sequoia Technology Partners

L.P and is the managing member of Sequoia Capital Principals Fund LLC Michael Moritz Douglas

Leone Michael Goguen and Mark Stevens are the managing members of SC IX.I Management LLC and

SC Management LLC and thus may be deemed to share voting and investment power over the shares

held by Sequoia Capital IX L.P Sequoia Capital Entrepreneurs Annex Fund L.P Sequoia Capital L.P

Sequoia Technology Partners L.P and Sequoia Capital Principals Fund LLC SCGF GenPar Ltd is

the general partner of SCGF Management L.P which is the general partner of Sequoia Capital US

Growth Fund L.P and Sequoia Capital USGF Principals Fund L.P Roelof Botha Scott Carter

James Goetz Michael Goguen Douglas Leone and Michael Moritz are the managing directors of SCGF

GenPar Ltd and thus may be deemed to share voting and investment power over the shares held by Sequoia

Capital U.S Growth Fund L.P and Sequoia Capital USGF Principals Fund L.P Mr Goetz is

member of our Board The address for each of these entities is 3000 Sand Hill Road Suite 4-250 Menlo

Park CA 94025
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Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Exchange Act requires our directors and executive officers and
persons

who own more

than ten percent of registered class of our equity securities to file with the SEC initial reports of ownership and

reports of changes in ownership of common stock and other equity securities of the Company Officers directors

and greater than ten percent stockholders are required by SEC regulation to furnish us with copies of all

Section 16a forms they file

To the best of our knowledge based solely on review of the copies of such reports furnished to us and

written representations that no other reports were required during the fiscal
year

ended December 31 2012 all

of our officers directors and greater than ten percent beneficial owners complied with all Section 16a filing

requirements applicable to them except that an initial report of ownership by Mr Antoun was filed one day late

due to an inadvertent technical delay during the filing process
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EXECUTIVE OFFICERS

Executive Officers and Key Employees

The following table sets forth certain information with respect to our executive officers as of March 2013

Biographical information with regard to Ms Lo and Mr Kish is presented under Proposal No Election of

Nominees to the Board of Directors in this proxy statement

Age Position

Selina Lo 53 President Chief Executive Officer and Director

William Kish 41 Chief Technology Officer and Director

Seamus Hennessy 38 Chief Financial Officer

Steven Martin 56 Senior Vice President of Engineering

Barton Burstein 60 Senior Vice President of Field Operations and Business

Development

Scott Maples 49 Vice President General Counsel and Corporate Secretary

Denis Maynard 54 Vice President of Sales and Field Operations

Executive Officers

Seamus Hennessy has served as our Chief Financial Officer since May 2009 From October 2007 to April

2009 Mr Flennessy served as Chief Financial Officer at Aerohive Networks Inc cloud networking company

From July 2006 to September 2007 Mr Hennessy served as Chief Financial Officer at Bubble Motion Inc

social network messaging company From January 2006 to December 2006 Mr Hennessy was consultant to

number of venture backed startup companies From January 2000 to November 2005 Mr Hennessy held various

positions including Vice President of Finance at NetScaler Inc an application networking company that was

acquired by Citrix Systems Inc in 2005 Mr Hennessy holds Bachelor of Business Studies from the University

of Limerick Ireland

Steven Martin has served as our Senior Vice President of Engineering since April 2006 From May 2002 to

March 2005 Mr Martin served as Vice President of Hardware and Engineering at Airespace Inc until

Airespace was acquired by Cisco Systems Inc in 2005 From March 2005 to March 2006 Mr Martin served as

Senior Engineering Manager at Cisco Systems Inc in the wireless networking group From 1996 to 2002

Mr Martin held several engineering management positions at Comm Works Corporation former subsidiary of

3Com Corporation Mr Martin holds BS in Computer Engineering from San Jose State University and an MS
in Telecommunications Systems from DePaul University in Chicago

Barton Burstein has served as our Senior Vice President of Field Operations and Business Development

since 2011 and has been working with the Company since 2004 in variety of roles including General Manager

of Operations and Vice President of Product Management From 2003 to 2004 Mr Burstein was an Entrepreneur

in Residence at Sutter Hill Ventures From 2000 to 2002 Mr Burstein served as Vice President of Business

Development in Nortel Networks Inc.s Intelligent Internet Business Unit From 1997 to 2000 Mr Burstein

served as Vice President of Business Development at Alteon WebSystems Inc until Alteon WebSystems was

acquired by Nortel Networks Inc in 2000 Prior to Alteon WebSystems Mr Burstein held various senior

management positions with UB Networks MasPar Computer Corporation and Evans Sutherland Computer

Corporation Mr Burstein holds BA from Antioch College Masters in Computer Science from the University

of Michigan and an Executive MBA Accreditation from The Wharton School at the University of Pennsylvania

Mr Burstein serves on the board of directors of Tail-f Systems AB private network software company and has

served on the advisory board of numerous private companies including Core Mobility Inc mobile phone

application company and Bridgewater System Inc acquired by Amdocs Limited network management

software provider
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Scott Maples has served as our Vice President General Counsel since March 2012 and our Corporate

Secretary since July 2012 From March 1999 to February 2012 Mr Maples served in various roles at Microsoft

Corporation most recently as Associate General Counsel Prior to Microsoft Mr Maples was the Vice President

Business and Legal Affairs at Virgin Interactive Entertainment Inc and served as an associate with the law

firm of Stradling Yocca Carlson and Rauth Prior to earning his law degree Mr Maples served for five years as

member of the Technical Staff of Hughes Aircraft Company Mr Maples holds BA in Computer Science

from the University of California Santa Barbara and JD from Boalt Hall School of Law at the University of

California Berkeley Mr Maples serves on the board of directors of the Law Foundation of Silicon Valley

Denis Maynard has served as our Vice President of Sales and Field Operations since August 2011 From

September 2010 to February 2011 Mr Maynard served as Senior Vice President of Worldwide Sales at

Harmonic Inc provider of video production infrastructure From April 2009 to September 2010 Mr Maynard
served as Senior Vice President of Worldwide Sales at Omneon Inc cunently part of Harmonic Inc
broadcast networking and storage company From July 2001 to July 2008 Mr Maynard served as Senior Vice

President Worldwide Sales and Marketing at QLogic Corp storage networking company From 1993 to 2001
Mr Maynard worked at Cisco Systems in various roles including Sales Operations Director and most recently

as Director of Worldwide Field Operations Mr Maynard attended Pepperdine University Malibu from 1976 to

1980 where he studied Business Administration

EXECUTIVE COMPENSATION

Our named executive officers the NEOs for the fiscal year ended December 31 2012 which consist of

our principal executive officer and the next two most highly compensated executive officer are

Selina Lo President and Chief Executive Officer

Seamus Hennessy Chief Financial Officer and

Denis Maynard Vice President of Sales and Field Operations

Summary Compensation Table

The following table sets forth all of the compensation awarded to earned by or paid to our NEOs during the

years ended December 31 2012 and December 31 2011

Non-Equity

Option Incentive Plan All Other
Name and principal position Year Salary Bonus1 Awards2 Compensation3 Compensation Total

Selina Lo 2012 $320000 $240000 $7933309 8584 $8494167
President and Chief Executive 201 300000 250000 550000
Officer

Seamus Hennessy 2012 260000 180000 640532 4684 1081000
Chief Financial Officer 201 207500 42900 469262 12100 731762

Denis Maynard 2012 250000 428873 2425185 921391

Vice President of Sales and

Field Operations6

Amounts shown in this column represent discretionary cash bonus awards granted to our named executive

officers for performance during the respective fiscal year

Amounts shown in this column do not reflect dollar amounts actually received by our named executive

officers Instead these amounts reflect the aggregate grant date fair value of each stock option granted in the

respective fiscal year computed in accordance with the provisions of FASB ASC Topic 718 Assumptions
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used in the calculation of these amounts are included in Note to our consolidated financial statements

included in our Annual Report on Form 10-K As required by SEC rules the amounts shown exclude the

impact of estimated forfeitures related to service-based vesting conditions Our named executive officers

will only realize compensation to the extent the trading price of our common stock is greater than the

exercise price of such stock options

The amounts included in the Non-Equity Incentive Plan Compensation column represent performance

bonus amounts paid in 2011 The 2011 performance bonus paid to our Chief Executive Officer was based

upon $150000 target bonus to be paid in proportion to the Companys achievement of certain

performance goals specific to the Chief Executive Officer and was increased in proportion to the

Companys over-achievement of its overall operating plan The 2011 performance bonuses for our named

executive officers other than our Chief Executive Officer were paid at 121 of their respective targets

based on the Boards determination that the target company performance metrics for such bonuses were

achieved at the 121% level Mr Hennessys target performance bonus was $10000 There were no

thresholds or maximums associated with the performance bonuses for our NEOs

Represents life insurance premiums paid by the Company

Represents $241666 in commission payments to Mr Maynard pursuant to the Companys commission plan

and $852 in life insurance premiums

Mr Maynard joined the Company in August 2011

Outstanding Equity Awards at December 31 2012

The following table provides information regarding outstanding equity awards held by each of our NEOs as

of December 31 2012

Option Awards Stock Awards

Equity

Incentive

Plan

Equity Awards
Incentive Market or

Number of Plan Payout

Number of Securities Awards Value of

Securities Underlying Number of Number of Unearned

Underlying Unexercised Shares Market Value Unexercised Shares

Unexercised Options Option Option That of Shares Shares That That

Options Exercise Expiration Have Not That Have Have Not Have Not

Name Exercisable Unexercisable Price Date Vested Not Vested Vested Vested

Selina Lo 1754904 $0.43 1/17/2018

5395831 160417 $0.82 11/22/2019

175132 70052 $5.71 6/18/2022

4981122 1664323 $5.71 6/18/2022

Seamus Hennessy 35 15003 $0.20 5/7/2019

359374 39063 $1.24 6/24/2020

1639825 273305 $2.01 6/20/2021

88236 167637 $5.71 6/27/2022

Denis Maynard 1365007 273000 $1.98 9/14/2021

59076 112243 $5.71 6/27/2022

This option began vesting on November 23 2009 The shares subject to the stock option vest over four

year period with 1/48th of the shares vesting each month subject to continued service to us through each

vesting date

This option began vesting on January 2012 The shares subject to the stock option vest over four year

period with 1/48th of the shares vesting each month subject to continued service to us through each vesting

date
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1/4th of the total number of shares subject to the option vested on May 18 2010 The remaining shares

subject to the option vest at rate of 1/48th of the total number of shares subject to this option grant each

month subject to continued service to us through each vesting date Of the shares underlying this option

307750 shares were vested as of December 31 2012 This option is early exercisable and to the extent any

of such shares are unvested as of given date such shares will remain subject to right of repurchase by us

This option began vesting on January 2011 The shares subject to the stock option vest over four year

period with 1/48th of the shares vesting each month subject to continued service to us through each vesting

date

This option began vesting on June 21 2011 The shares subject to the stock option vest over four year

period with 1/48th of the shares vesting each month subject to continued service to us through each vesting

date

This option began vesting on June 28 2012 The shares subject to the stock option vest over four
year

period with 10% of the shares vesting in the first 12 months at rate of 1/12th of 10% of the shares

underlying the option vesting each month 20% of the shares vesting in the 13th through 24th month at

rate of 1/12th of 20% of the shares underlying the option vesting each month 30% of the shares vesting in

the 25th through 36th month at rate of 1/12th of 30% of the shares underlying the option vesting each

month and 40% of the shares vesting in the 37th through 48th month at rate of 1/12th of 40% of the shares

underlying the option vesting each month subject to continued service to us through each vesting date

1/4th of the total number of shares subject to the option vested on August 29 2012 The remaining shares

subject to the option vest at rate of 1/48th of the total number of shares subject to this option grant each

month subject to continued service to us through each vesting date

Option Exercises and Stock Vested in 2012

The following table provides information regarding the aggregate number of shares for which options were

exercised by each of our NEOs during fiscal year ended December 31 2012

Option Awards Stock Awards

Number of Number of

Shares Value Shares

Acquired Realized Acquired Value Realized

on Exercise on Exercise on Vesting on Vesting

Selina Lo

Seamus Hennessy 68500 303380

Denis Maynard

Potential Payments and Acceleration of Equity upon Termination or Termination in Connection with

Change in Control

Severance Benefit Plan

On March 2013 upon the recommendation of the Compensation Committee the Board adopted

Severance Benefit Plan the Severance Plan pursuant to which selected current and future employees

including our NEOs will be eligible for severance benefits under certain circumstances The Severance Plan

supersedes any severance benefits that participant under the Severance Plan would have been entitled to under

any pre-existing agreement between the individual and Ruckus Unless terminated sooner the Severance Plan

will automatically terminate on the third annual anniversary of its adoption

The actual amounts that would be paid or distributed to an eligible NEO as result of termination of

employment occurring in the future may be different than those presented below as many factors will affect the

amount of any payments and beneflis upon termination of employment For example some of the factors that

could affect the amounts payable include the NEO base salary and the market price of our common stock

Although we have entered into written agreement to provide severance payments and benefits in connection
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with termination of employment under particular circumstances we or an acquirer may mutually agree with

the NEOs to provide payments and benefits on terms that vary from those currently contemplated In addition to

the amounts presented below each NEO would also be able to exercise any previously-vested stock options that

he or she held Finally the NEOs are eligible to receive any benefits accrued under our broad-based benefit

plans such as accrued vacation pay in accordance with those plans and policies

To receive any of the severance benefits under these agreements the NEO would be required to execute

release of claims against Ruckus and comply with confidentiality and non-disparagement provisions

Severance Absent Change in Control

Under the Severance Plan if participating individual is involuntarily terminated without cause absent

qualifying change in control as defined in the Severance Plan then he or she will be entitled to receive cash

severance in lump sum amount equal to his or her monthly base salary multiplied by the number of months in

his or her participation notice under the Severance Plan and continuation of his or her current health

insurance coverage or payment of the premiums for such coverage for up to the number of months specified in

his or her participation notice Our NEOs are eligible to receive the following payments and benefits

in the case of Ms Lo annual base salary for 12 months from the date of termination

in the case of Messrs Hennessy and Maynard annual base salary for months from the date of

termination and

health insurance premiums under our group health insurance plans as provided under the Consolidated

Omnibus Budget Reconciliation Act COBRA to the extent such COBRA premiums exceed the

costs previously paid by the NEO for group health insurance coverage while employed by us until the

earlier of six months 12 months in the case of Ms Lo after termination or ii such time as the

NEO is eligible for health insurance coverage with subsequent employer

Severance in Connection with Change in Control

In the case of change in control if participating individual is terminated without cause or constructively

terminated either during the three months before or in the year after change in control then he or she will be

entitled to receive cash severance in lump sum amount equal to his or her monthly base salary multiplied by

the number of months specified in his or her participation notice under the Severance Plan if specified in his

or her participation notice under the Severance Plan additional cash severance in lump sum amount equal to

his or her monthly bonus target multiplied by the number of months specified in his or her participation notice

under the Severance Plan continuation of his or her current health insurance coverage or payment of the

premiums for such coverage for up to the number of months specified in his or her participation notice under the

Severance Plan and accelerated vesting of then outstanding compensatory equity awards as to the percentage

of unvested shares per equity award specified in his or her participation notice Our NEOs are eligible to receive

the following payments and benefits

annual base salary for 12 months from the change in control including any applicable target bonus

achieved

full acceleration of vesting of any outstanding shares common stock or stock options to purchase

common stock granted to the NEO and

health insurance premiums under our group health insurance plans as provided under COBRA to the

extent such COBRA premiums exceed the costs previously paid by the NEO for group health insurance

coverage while employed by us until the earlier of 12 months after change in control or ii such

time as the NEO is eligible for health insurance coverage with subsequent employer
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DIRECTOR COMPENSATION

Director Compensation Table

In 2012 the Board reviewed the compensation paid to our non-employee directors in connection with their

service on our Board and its commiltees Following our initial public offering each non-employee director

became entitled to receive an annual payment of $30000 in connection with his service as director The non-

employee director who serves as our Lead Independent Director is entitled to receive an additional annual

payment of $10000 for service as lead independent director Additionally the non-employee director who serves

as chairman of the Audit Committee Compensation Committee or Nominating and Corporate Governance

Committee will be entitled to receive an annual payment of $20000 $12000 and $7500 respectively for

service as the committee chairman Each non-employee director who serves as member of the Audit

Committee Compensation Committee or Nominating and Corporate Governance Committee will be entitled to

receive an annual payment of $9000 $6000 and $4000 respectively for service as member

The following table sets forth summary of the compensation earned during the year ended December 31

2012 by our non-employee directors

Fees Paid Stock Option
Name in Cash Awards1 Awards1 Total2

Gaurav Garg 6375 $1406535 $1412910

MohanGyani3 41110 41110

Georges Antoun 5625 381068 386693

Richard Lynch4 5000 392870 397870

Stewart Grierson5 6250 512115 518365

James Goetz6

As of December 31 2012 the aggregate number of shares subject to outstanding equity awards held by our

non-employee directors was

Name Stock Options

Gaurav Garg 150000

Mohan Gyani 286875

Georges Antoun 143049

Richard Lynch 143049

Stewart Grierson 143049

James Goetz

The dollar values in this column for each director represent the sum of all compensation referenced in the

preceding columns

Prior to our initial public offering in November 2012 Mr Gyani received $40000 annually as

compensation for his services as non-employee director pursuant to an arrangement agreed to when he

joined our Board in December 2009 This prior arrangement was terminated with the adoption of the

director compensation arrangement described above

Mr Lynch was elected to the Board in March 2012

Mr Grierson was elected to the Board in June 2012

Mr Goetz was elected to the Board in July 2012 Mr Goetz waived his compensation in 2012

Directors have been and will continue to be reimbursed for travel 1od lodging and other expenses directly

related to their activities as directors Directors are also entitled to the protection provided by their

indemnification agreements and the indemnification provisions in our certificate of incorporation and bylaws
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides certain information with respect to all of our equity compensation plans in

effect as of December 31 2012 including our 2002 Stock Plan 2012 Amended Restated Equity Incentive Plan

2012 Plan and 2012 Employee Stock Purchase Plan ESPP No warrants are outstanding under any of the

foregoing plans We refer to these plans and grants collectively as our Equity Compensation Plans All of our

Equity Compensation Plans that were in effect as of December 31 2012 were adopted with the approval of our

security holders

Number of Securities Number of Securities

to be Issued upon Weighted Average Remaining Available for

Exercise of Exercise Price of Future Issuance Under

Plan Category Outstanding Options Outstanding Options Equity Compensation Plans

Equity Compensation Plans Approved by

Stockholders 243999242 $2.82 84613943

Equity Compensation Plans Not Approved

by Stockholders
_________ ________

Total 24399924 $2.82 8461394

Includes securities issuable under our 2002 Stock Plan 2012 Plan and ESPP

Excludes purchase rights currently accruing under the ESPP Offering periods under the ESPP are 12-month

periods which are comprised of two six-month purchase periods Eligible employees may purchase shares

of common stock at price equal to 85% of the lower of the fair market value of the common stock at the

beginning of each offering period or the end of each semi-annual purchase period No participant in the

ESPP may be issued or transferred shares of common stock valued at more than $25000 per
calendar year

Includes 6961394 shares of common stock available for issuance under our 2012 Plan and ii 1500000

shares of common stock available for issuance under our ESPP Beginning in 2013 the number of shares of

common stock reserved under the 2011 Plan automatically increases on January 1St of each
year by an

amount equal to 5.0% of our shares of common stock outstanding on December 31 St of the preceding

calendar year or ii lesser amount determined by our Board The number of shares of common stock

reserved under our ESPP automatically increases on January St of each year by an amount equal to the

lesser of 3000000 shares or ii 2.0% of our shares of common stock outstanding on December 31St of

the preceding calendar year or lesser amount determined by our Board
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

The following is summary of transactions since January 2012 to which we have been participant in

which the amount involved exceeded or will exceed $120000 and in which any of our directors executive

officers or holders of more than five percent of our capital stock or any member of the immediate family of the

foregoing persons had or will have direct or indirect material interest other than compensation arrangements

which are described in this proxy statement

Sales of Preferred Stock

In February 2012 and April 2012 we sold an aggregate of 4590692 shares of our Series preferred stock

at purchase price of $5.4458 per share for an aggregate purchase price of approximately $25.0 million The

following table summarizes purchases of shares of our preferred stock by our executive officers and holders of

more than five percent of our capital stock since January 2012

Total

Series Purchase

Stockholder shares Price

Entities affiliated with Sequoia Capital1 367255 $1999997

James Goetz member of our Board is managing member of Sequoia Capital Operations LLC

Registration Rights Agreement

On February 2012 we entered into Sixth Amended and Restated Investor Rights Agreement the

IRA with the holders of our outstanding preferred stock and certain holders of our outstanding common

stock including entities affiliated with Sequoia Capital Certain holders of shares of our common stock are

entitled to certain rights with respect to registration of such shares under the Securities Act

These shares are referred to as registrable securities The holders of these registrable securities possess

registration rights pursuant to the terms of the IRA and are described in additional detail below We along with

entities affiliated with Sequoia Capital as well as certain other parties are parties to the IRA We entered into the

IRA in connection with the issuance of our Series preferred stock in 2012

The registration of shares of our common stock pursuant to the exercise of registration rights described

below would enable the holders to trade these shares without restriction under the Securities Act when the

applicable registration statement is declared effective We will pay the registration expenses other than

underwriting discounts selling commissions and stock transfer taxes of the shares registered pursuant to the

demand piggyback and Form S-3 registrations described below

Generally in an underwritten offering the managing underwriter if any has the right subject to specified

conditions to limit the number of shares the holders may include The demand piggyback and Form S-3

registration rights described below will expire three years after the effective date of our initial registration

statement or with respect to any particular holder at such time that such holder can sell its shares under Rule

144 of the Securities Act during any three month period

Demand Registration Rights

Under our IRA upon the written request of the holders of more than 30% of our registrable securities then

outstanding that we file registration statement under the Securities Act we are obligated to use our reasonable

best efforts to register the sale of all registrable securities that the holders may request in writing to be registered

We are required to effect no more than two registration statements that are declared or ordered effective We may

postpone the filing of registration statement for up to 120 days twice in 12-month period if in the good faith

judgment of our Board such registration would be materially detrimental to us

31



Piggyback Registration Rights

If we register any of our securities for public sale either for our own account or for the account of other

security holders we will also have to register all registrable securities that the holders of such securities request

in writing be registered This piggyback registration right does not apply to registration relating to any
of our

stock plans stock purchase or similar plan transaction under Rule 145 of the Securities Act or registration in

which the only common stock being registered is common stock issuable upon conversion of debt securities

which are also being registered The managing underwriter of any underwritten offering will have the right to

limit due to marketing reasons the number of shares registered by these holders

Form S-3 Registration Rights

The holders of our registrable securities can also request that we register all or portion of their shares on

Form S-3 if we are eligible to file registration statement on Form S-3 and the aggregate price to the public of

the shares offered is in excess of $2.5 million net underwriting discounts and commissions if any We may

postpone the filing of registration statement for up to 120 days once in 12-month period if in the good faith

judgment of our Board such registration would be materially detrimental to us

Indemnification Agreements

Our amended and restated certificate of incorporation contains provisions limiting the liability of directors

and our amended and restated bylaws provide that we indemnify each of our directors to the fullest extent

permitted under Delaware law Our amended and restated certificate of incorporation and amended and restated

bylaws also provide the Board with discretion to indemnify our officers and employees when determined

appropriate by the Board In addition we have entered into an indemnification agreement with each of our

directors and our executive officers

Change in Control Arrangements

We have entered into severance arrangements with each of our executive officers under Severance Benefit

Plan For more information regarding these agreements see the section titled Executive Compensation

Potential Payments and Acceleration of Equity upon Termination or Termination in Connection with Change in

Control

Policy on Future Related Party Transactions

All future transactions between us and our officers directors principal stockholders and their affiliates will

be approved by the Audit Committee or similar committee consisting of entirely independent directors

according to the terms of our Code of Business Conduct

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy the delivery

requirements for Notices of Internet Availability of Proxy Materials or other annual meeting materials with

respect to two or more stockholders sharing the same address by delivering single Notice of Internet

Availability of Proxy Materials or other annual meeting materials addressed to those stockholders This process

which is commonly referred to as householding potentially means extra convenience for stockholders and cost

savings for companies
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OTHER MATTERS

The Board knows of no other matters that will be presented for consideration at the 2013 annual meeting If

any other matters are properly brought before the meeting it is the intention of the persons named in the

accompanying proxy to vote on such matters in accordance with their best judgment

By Order of the Board of Directors

Is Scott Maples

Scott Maples

Vice President General Counsel and Corporate Secretary

April 24 2013

COPY OF OUR ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED DECEMBER 31

2012 AS FILED WITH THE SEC INCLUDING COPIES OF THE EXHIBITS TO OUR ANNUAL
REPORT ON.FORM 10-K IF SPECIFICALLY REQUESTED IS AVAILABLE WITHOUT CHARGE
UPON WRITTEN REQUEST OF ANY STOCKHOLDER PLEASE ADDRESS ALL SUCH REQUESTS
TO OUR INVESTOR RELATIONS DEPARTMENT AT RUCKUS WIRELESS INC 350 WEST JAVA

DRIVE SUNNYVALE CALIFORNIA 94089 ATTENTION CORPORATE SECRETARY BY

TELEPHONE TO 408 636-4319 OR BY E-MAIL TO IR@RUCKUSWIRELESS.COM
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K including the sections entitled Business Risk Factors and Managements Discussion and Analysis of

Financial Condition and Results of Operations contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933

as amended and Section 21 of the Securities Exchange Act of 1934 as amended The words believe will may estimate continue

anticipate intend should plan expect predict could potentially and similar expressions that convey uncertainty of future events or

outcomes are intended to identify forward-looking statements

These forward-looking statements include but are not limited to statements concerning the following

our ability to predict our revenue operating results and gross margin accurately

our ability to maintain an adequate rate of revenue growth and remain profitable

the length and unpredictability of our sales cycles with service provider end-customers

any potential loss of or reductions in orders from our larger customers

the effects of increased competition in our market

our ability to continue to enhance and broaden our product offering

our ability to maintain protect and enhance our brand

our ability to effectively manage our growth

our ability to maintain proper and effectve internal controls

the quality of our products and services

our ability to continue to build and enhance relationships with channel partners

the attraction and retention of qualified employees and key personnel

our ability to sell our products and effectively expand internationally

our ability to protect our intellectual property

claims that we infringe intellectual property rights of others and

other risk factors included under the section titled Risk Factors

These forward-looking statements are subject to number of risks uncertainties and assumptions including those described in Risk Factors

included in Part Item 1A and elsewhere in this report Moreover we operate in very competitive and rapidly changing environment and new risks

emerge from time to time It is not possible for our management to predict all risks nor can we assess the impact of all factors on our business or the

extent to which any factor or combination of factors may cause actual results to differ materially from those contained in any forward-looking

statements we may make In light of these risks uncertainties and assumptions the forward-looking events and circumstances discussed in this report

may not occur and actual results could differ materially and adversely from those anticipated or implied in the forward-looking statements We

undertake no obligation to revise or publicly release the results of any revision to these forward-looking statements except as required by law Given

these risks and uncertainties readers are cautioned not to place undue reliance on such forward-looking statements
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PART

ITEM BUSINESS

Overview

Ruckus Wireless Inc Ruckus or we or the Company is leading provider of carrier-class Wi-Fi solutions Our solutions which we

call Smart Wi-Fi are used by service providers and enterprises to solve network capacity and coverage challenges associated with the rapidly

increasing traffic and number of users on wireless networks Our Smart Wi-Fi solutions offer carrier-class enhanced reliability consistent

performance extended range and massive scalability Our products include gateways controllers and access points These products incorporate our

proprietary technologies including Smart Radio Smart Q0S Smart Mesh SmartCell and Smart Scaling to enable high performance in variety of

challenging operating conditions faced by service providers and enterprises

Technology

Our core Smart Wi-Fi technologies include

Smart RadioOur Smart Radio is set of advanced hardware and software capabilities that automatically adjust Wi-Fi signals to changes in

environmental conditions This adaptability results in greater wireless coverage carrier-class reliability and higher levels of system performance all

without any manual tuning primary component of Smart Radio technology is BeamFlex patented smart antenna system that makes Wi-Fi signals

stronger by focusing them only where they are needed and dynamically steering them in directions that yield the highest throughput for each receiving

device Another component is ChannelFly performance optimization capability that automatically determines which radio frequencies or channels

will deliver the greatest network throughput based on actual observed capacity key benefit for high-density noisy Wi-Fi environments

Smart QoS-Our Smart Q0S is sophisticated software technology that manages traffic load to enhance the user experience Smart Q0S was

developed to handle the increasing volumes of VoIP and streaming video traffic Smart Q0S offers automatic prioritization of different traffic types

through intelligent analytics that classify prioritize and schedule traffic for transmission Smart Q0S employs advanced queuing techniques and

dedcated software queues on per device basis to ensure fairness and optimize overall system performance Smart Q0S includes our band steering

rate limiting client load balancing and airtime fairness techniques

Smart Mesh----Our Smart Mesh is carrier-class software technology that uses advanced self-organizing network principles to create highly

resilient high-speed Wi-Fi backbone links between access points Smart Mesh simplifies the deployment of both service provider and enterprise

wireless networks by reducing cumbersome radio planning and costly cabling needed to reliably connect every Wi-Fi access point Smart Mesh

automatically establishes wireless connections between individual access points using patented smart antenna technology and self-heals in the event of

failed link Smart Mesh gives service providers the flexibility to deploy infrastructure assets where needed with the assurance that both cellular and

Wi-Fl traffic can be reliably and cost effectively backhauled

SmartCcll-Our SmartCell is key technology behind our carrier-class SmartCell Gateway platform that integrates proprietary software and

specialized hardware deployed at the edge of service provider networks to facilitate the integration of Wi-Fi and cellular infrastructures SmartCell

includes set of modular software components as well as standard network interfaces into the mobile core that enable Wi-Fl to become standard

access mechanism for service providers Management components provide configuration user management analytics accounting and other

operational and maintenance functions Within single architecture SmartCell provides essential services necessary to incorporate Wi-Fi into existing

mobile networks and next generation networks including Fourth Generation or Long Term Evolution networks commonly referred to as 4G and LTE

We complement our gateway solution with incorporation of SmartCell technology and modular architecture in our access points This permits us to

provide platform for combining high-speed Wi-Fi access small cellular radios and wireless backhaul into single lightweight access point unit

This allows service providers the flexibility to install combinations of Wi-Fi and any cellular technology as needed speeding deployment times

reducing the cost and complexity of small cell site acquisition and lowering backhaul cost

Smart Scaling-Our Smart Scaling uses advanced highly scalable database management techniques to enable the support of hundreds of

thousands to millions of client devices across the Wi-Fi network Smart Scaling employs intelligent data distribution techniques to extend client

information statistics and other vital user information across any number of nodes within the system without single point of failure and with linear

scalability Smart Scaling is incorporated in our purpose-built hardware and software making it capable of supporting hundreds of thousands of access

points and user session workloads at the scale required by service providers

Products and Services

Our Smart Wi-Fi solutions are marketed under the SmartCell ZoneDirector ZoneFlex and FlexMaster brands and include full range of

indoor and outdoor access points or APs long range point-to-point and point-to-multipoint bridges wireless local area network or LAN controllers

network management software and gateway systems with integrated advanced wireless software

The following is description of our hardware products organized alphabetically by product family

SmartCell Gateway-Our SmartCell Gateway is carrier-class platform designed to be deployed at the edge of service provider networks to

support and manage our Smart Wi-Fi APs and to serve as platform for integration of Wi-Fi and other services into service provider network

infrastructure Our SmartCell Gateway is designed to be vendor-agnostic and can control third-party APs Our SmartCell Gateway provides standard

based interfaces into existing and future mobile networks to simplify integration As highly scalable platform architecture capable of managing

hundreds of thousands of access points and millions of clients the SmartCell Gateway also functions as modular service delivery platform for

introducing value-added capabilities
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SmartCellAccess Point---Our SmartCell access point addresses the capacity and density needs of service providers deploying networks

within urban environments SmartCell APs employ modular multimode architecture to enable service providers to deploy Wi-Fi 3G14G small cell

cellular technology and Wi-Fi mesh backhaul within single device This provides operators with the
ability to enhance and extend their macro

networks injecting much needed capacity into high traffic user environments with the flexibility to deploy Wi-Fi with Smart Mesh backhaul today

and upgrade to Wi-Fi with 3G/LTE when and where desired without any mounting or backhaul changes

ZoneDirector Smart Wireless LAN Controllers-Our family of Smart Wi-Fi controllers streamline the configuration and management of our

access points Our ZoneDirectors can be deployed onsite or remotely and include different models to serve small medium and large-scale end-

customers requiring from six to 000 access points ZoneDirectors are typically deployed in distributed forwarding architecture eliminating the

need to send all wireless traffic through the system This mitigates any potential bottlenecks or any single point of failure If customer requirements

dictate all wireless traffic can be tunneled to the ZoneDirector Our software on all of our ZoneDirector Smart WLAN controllers uses highly

intuitive Web user interface to make configuration and administration extremely simple This software includes variety of advanced capabilities such

as adaptive meshing integrated client performance tools extensive authentication support simplified guest access and user policy wireless intrusion

prevention automatic traffic redirection integrated Wi-Fi client performance tools and robust network management

ZoneFlex Indoor Smart Wi-Fi Products--Our ZoneFlex access points incorporate patented BeamFlex adaptive antenna array technology to

deliver robust Wi-Fi performance reliability
and capacity These devices support multiple virtual wireless LANs Wi-Fi encryption and advanced

traffic handling ZoneFlex APs leverage our Smart Radio technology to extend signal range automatically mitigate radio frequency or RF
interference and intelligently route Wi-Fi transmissions over the fastest available signal paths This allows customers and end-customers to deploy

fewer APs for any particular coverage area Flexible deployment options allow our Smart Wi-Fi access points to be installed as stand-alone APs or to

be centrally managed through our ZoneDirector wireless LAN controller or our SmartCell Gateway platform Within centrally managed architecture

end-customers can extend their wireless networks through the use of our Smart Mesh technology without the need to run Ethernet cabling to locations

where Ethernet is not possible or is cost prohibitive

ZoneFlex Outdoor Smart Wi-Fi Products--Our high-capacity ZoneFlex outdoor Smart Wi-Fi access points and point-to-point and multipoint

bridges can be deployed as stand-alone APs or be centrally managed If no Ethernet cabling or broadband backhaul is available our outdoor access

points mesh with adjacent nodes leveraging our Smart Mesh technology This gives end-customers cost advantages and deployment flexibility Our

ZoneFlex outdoor APs also incorporate BeamFlex adaptive antenna arrays to enable pervasive performance in high density use areas ZoneFlex point-

to-point and point-to-multipoint bridges provide cost-effective solution to extend wireless capacity over long distances

In addition to our hardware products we also sell the following software products and support and maintenance services

FlexMasterFlexM aster is Linux-based Wi-Fi management service platform used by enterprises and service providers to monitor and

administrate large-scale networks FlexMaster provides configuration fault detection audit performance management and optimization of remote

Ruckus access points or wireless LAN controllers It offers single point for management and number of automated and customized facilities such

as an intuitive dashboard FlexMaster is designed to operate with existing operational support system and features tiered administration to provide

managed wireless LAN or cloud-based wireless services

Support and Maintenance--We offer technical support and maintenance programs that encompass hardware software bug fixes and access

to future software upgrades on when-and-if available basis We offer Premium Support Partner Premium Support and Software Upgrade Only

Support through our technical support engineers and through our network of certified value-added resellers and distributors which we refer to as our

channel partners For Partner Premium Support our certified channel partners typically deliver level-one and level-two support and we provide level-

three support For Premium Support and Partner Premium Support we provide expedited replacement for any defective hardware We use third-

party logistics provider to manage our worldwide deployment of spares parts Support and maintenance services are provided 24 hours day seven

days week through regional support centers that are located worldwide These services are typically sold to channel partners and to end-customers

for one to five year terms at the time of the initial product sale and may be renewed for successive periods

Segment Information

The Company operates in one industry segment selling access points and controllers along with related software and services Financial

information about our operating segment and geographic areas is presented in Note 14 of Notes to Consolidated Financial Statements

Customers

We sell our products to service providers and enterprises globally and have sold our products to over 21700 end-customers worldwide We

added over 10100 new end-customers during the year ended December 31 2012 We sell to enterprises through worldwide network of channel

partners Our enterprise end-customers are typically mid-sized organizations in variety of industries including hospitality education healthcare

warehousing and logistics corporate enterprise retail state and local government and public venues such as stadiums convention centers airports

and major outdoor public areas We also sell directly and indirectly to range of service providers including mobile operators cable companies

wholesale operators and fixed-line carriers We have over 65 service provider end-customers including Bright House Networks The Cloud BSkyB

Company KDDI Tikona Digital Networks Time Warner Cable and Towerstream
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Sales and Marketing

We sell our products globally through direct and indirect channels We target both enterprises and service providers that require carrier-class

Wi-Fi solutions through our global force of sales personnel and systems engineers They work with our global channel partners which include value-

added resellers and distributors These channel partners provide lead generation pre-sales support product fulfillment and in certain circumstances

post-sales customer service and support In some instances service providers may also act as channel partner for sales of our solutions to enterprises

Our sales personnel and systems engineers typically engage directly with large service providers and certain enterprises whether or not product

fulfillment involves our channel partners

Customer Service and Support and Training

We employ worldwide team of support engineers and other support personnel to provide customer service and technical support for our

products Our channel partners often provide customer support directly to end-customers We then provide support to those channel partners as they

require In other situations we provide customer support directly to end-customers We also offer product training primarily to our channel partners

Research and Development

We have invested significant time and financial resources in the development of our ZoneFlex SmartCell and other product lines and believe

that continued investment in research and development is critical to our ongoing success Our engineering group is located in research and design

centers in California Taiwan China and India We expect to continue to expand our product offerings and solutions capabilities in the future and to

invest significantly in continued research and development efforts

Manufacturing

We outsource the warehousing and delivery of our products to third-party logistics provider for worldwide fulfillment In 2012 the

Company began warehousing and delivering some products in the United States from our headquarters in Sunnyvale California We perform quality

assurance and testing at our Sunnyvale California facilities

We use components from many suppliers We have multiple sources for most of our components However we do depend on single source

manufacturers for certain critical components These critical components are technically unique and only available from these manufacturers We

maintain close direct relationship with these manufacturers to ensure supply meets our requirements and ensure that we always have at least one

month of supply on hand If one of our single source suppliers suffers an interruption in their businesses or experiences delays disruptions or quality

control problems in its manufacturing operations or we otherwise have to change or add additional contract manufacturers or suppliers our ability to

ship products to our customers could be delayed and our business adversely affected

Competition

The market for wireless products is highly competitive and continually evolving

Our competitors fall into three primary categories

large telecommunications and networking equipment vendors such as Cisco Systems and Ericsson

diversified technology companies such as Hewlett-Packard and Motorola that offer wireless products and

enterprise Wi-Fi companies such as Aruba Networks that offer products and services that compete with some of our products

and capabilities

The principal competitive factors in our market include

brand awareness and reputation

price and total cost of ownership

strength and scale of sales and marketing efforts professional services and customer support

product features reliability and performance

incumbency of current provider either for Wi-Fi products or other products

scalability of products

ability to integrate with other technology infrastructures and

breadth of product offerings

We compete primarily based on the advanced coverage and scalability features of our products Many of our competitors have substantially

greater financial technical and other resources greater name recognition larger sales and marketing budgets broader distribution and larger and more

mature intellectual property portfolios



Table of Contents

Intellectual Property

Our success depends in part upon our ability to protect our core technology and intellectual property To accomplish this we rely on federal

state common law and international rights including patents trade secrets copyrights and trademarks We also rely on confidentiality and contractual

restrictions including entering into confidentiality and invention assignment agreements with our employees and contractors and confidentiality

agreements with third parties

We pursue registration of our patents trademarks and domain names in the United States and certain locations outside the United States

focusing our patent trademark copyright and trade secret protection primarily in the United States China Taiwan and Europe We actively seek

patent protection covering inventions originating from the company As of December 31 201 we have portfolio of over 75 patents awarded by the

United States Patent and Trademark Office and other patent offices around the world as well as number of pending patent applications which cover

wide-range of Wi-Fi innovations We currently have trademark applications and registrations in the United States and other countries including the

US Registered Trademark RUCKUS WIRELESS

Circumstances outside our control could pose threat to our intellectual property rights For example effective intellectual property

protection may not be available in the United States or other countries in which we operate The efforts we have taken to protect our propnetary rights

may not be sufficient or effective Any significant impairment of our intellectual property rights could harm our business or our ability to compete

Protecting our intellectual property rights is costly and time-consuming Any unauthorized disclosure or use of our intellectual property could make it

more expensive to do business and harm our operating results

We operate in an industry with significant level of intellectual property disputes which may be between competitors or involve claims

against operating companies brought by non-practicing entities We currently face and have faced in the past allegations that we have infringed the

patents of third parties including our competitors and non-practicing entities As we face increasing competition and as our business grows we will

likely face more claims of infringement of patents or other intellectual property rights

Employees

As of December31 2012 we had 669 employees 350 of whom were primarily engaged in research and development 213 of whom were

primarily engaged in sales and marketing and 106 of whom were primarily engaged in providing customer support operations and administration and

finance services As of December 31 2012 380 of these employees are located outside the United States None of our empldyees are represented by

labor union or covered by collective bargaining agreement We consider our relationship with our employees to be good

Corporate Information

We were incorporated in 2002 in Delaware as Sceos Technologies Inc and subsequently changed our name to Video54 Technologies Inc

and then to Ruckus Wireless Inc We effectively commenced operations on June 2004 when new board of directors was appointed and senior

management was hired We completed our initial public offering in November 2012 and our common stock is listed on the New York Stock Exchange

under the symbol RKUS Our headquarters are located at 350 West Java Drive Sunnyvale California 94089 and our telephone number is 650

265-4200 Our website address is www.ruckuswireless.com Information contained in or accessible through our website is not incorporated by

reference into and does not form part of this report

We are an emerging growth company as defined in the Jumpstart Our Business Startups Act of 2012 or JOBS Act We will remain an

emerging growth company until the earlier of the last day of the fiscal year following the fifth anniversary of our initial public offering in

which we have total annual gross revenue of at least $1.0 billion or in which we are deemed to be large accelerated filer which means the

market value of our common stock that is held by non-affiliates exceeds $700 million as of the prior June 30th or the date on which we have

issued more than $1.0 billion in non-convertible debt securities during the prior three year period

Available Information

Our website is located at www.ruckuswireless.com and our investor relations website is located at http//investors.ruckuswireless.com/ The

contents of our website are not intended to be incorporated by reference into this Annual Report on Form 10-K or in any other report or document we

file with the Securities and Exchange Commission or SEC and any references to our websites are intended to be inactive textual references only The

following filings are available through our investor relations website after we file them with the SEC Annual Reports on Form 10-K Quarterly

Reports on Form l0-Q Current Reports on Form 8-K as well as any amendments to such reports and all other
filings pursuant to Section 13a or 15

of the Securities Act These filings are also available for download free of charge on our investor relations website Additionally copies of

materials filed by us with the SEC may be accessed at the SECs Public Reference Room at 100 Street N.E Washington D.C 20549 or

at www.sec.gov For information about the SECs Public Reference Room contact -800-SEC-0330
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ITEM IA RISK FACTORS

In evaluating Ruckus and our business you should carefully consider the risks and uncertainties described below together with all of the

other information in this report including our consolidatedfinancial statements and related notes The risks and uncertainties described below are

not the only ones we face If any of the following risks occur our business financial condition operating results and prospects could be materially

harmed In that event the price of our common stock could decline and you could lose part or all of your investment

Risks Related to Our Business and Industry

If the market for our products does not develop as we expect demand for our products may not grow as we expect

We develop and provide Wi-Fi products for service providers and enterprises The success of our business depends on the continued growth

and reliance on Wi-Fi in these markets The recent growth of the market for Wi-Fi networks is being driven by the increased use of Wi-Fi-enabled

mobile devices and the use of Wi-Fi as preferred connectivity option to support video voice and other higher-bandwidth uses

number of barriers may prevent service providers or their subscribers from adopting Wi-Fi technology to address the capacity gap in

wireless networks For example Wi-Fi operates over an unlicensed radio spectrum and if the Wi-Fi spectrum becomes crowded Wi-Fi solutions will

be less attractive option for service providers In addition in order for Wi-Fi solutions to adequately address the potential future capacity gap

between cellular capacity and demand mobile devices should automatically switch from cellular data network to the service providers Wi-Fi

network when available and appropriate Generally mobile devices do not switch to unauthenticated Wi-Fi networks without input from the device

user and often require the user to log in when new Wi-Fi network is accessed which may tend to limit subscribers use of Wi-Fi These and other

factors could limit or slow the adoption of Wi-Fi technologies by service providers as means to address this potential future capacity gap

There is no guarantee that service providers and enterprises will continue to utilize Wi-Fi technology that use of Wi-Fi-enabled mobile

devices will continue to increase or that Wi-Fi will continue to be the preferred connectivity option for the uses described above There is also no

guarantee that service providers and enterprises will understand the benefits we believe that our Smart Wi-Fi solutions provide If another technology

were found to be superior to Wi-Fi by service providers and enterprises it would have material adverse effect on our business operating results and

financial condition As result demand for our products may not continue to develop as we anticipate or at all

Our operating results may fluctuate signficantIy which makes our future operating results dfficult to predict and could cause our operating

results to fall below expectations or our guidance

Our quarterly and annual operating results have fluctuated in the past and may fluctuate significantly in the future which makes it difficult

for us to predict our future operating results The timing and size of sales of our products are highly variable and difficult to predict and can result in

significant fluctuations in our net revenue from period to period This is particularly true of our sales to service providers whose purchases are

generally larger than those of our enterprise customers causing greater variation in our results based on when service providers take delivery of our

products

In addition our budgeted expense levels depend in part on our expectations of future revenue Because any substantial adjustment to

expenses to account for lower levels of revenue is difficult and takes time we may not be able to reduce our costs sufficiently to compensate for an

unexpected shortfall in net revenue and even small shortfall in net revenue could disproportionately and adversely affect our operating margin and

operating results for given quarter

Our operating results may also fluctuate due to variety of other factors many of which are outside of our control including the changing

and volatile U.S European and global economic environments and any of which may cause our stock price to fluctuate In addition to other risks

listed in this Risk Factors section factors that may affect our operating results include

fluctuations in demand for our products and services including seasonal variations in certain enterprise sectors such as hospitality and

education where end-customers place orders most heavily in the second and third quarters

the inherent complexity length and associated unpredictability of our sales cycles for our products and services particularly with respect to

sales to service providers

changes in customers budgets for technology purchases and delays in their purchasing cycles

technical challenges in service providers overall networks unrelated to our products which could delay adoption and installation of our

products

changing market conditions including current and potential service provider consolidation

any significant changes in the competitive dynamics of our markets including new entrants or further consolidation

variation in sales channels product costs or mix of products sold

our contract manufacturers and component suppliers ability to meet our product demand forecasts at acceptable prices or at all

the timing of product releases or upgrades by us or by our competitors

our ability to develop introduce and ship in timely manner new products and product enhancements and anticipate future market demands

that meet our customers requirements

our ability to successfully expand the suite of products we sell to existing customers
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the potential need to record incremental inventory reserves for products that may become obsolete due to our new product introductions

our ability to control costs including our operating expenses and the costs of the components we purchase

any decision to increase or decrease operating expenses in response to changes in the marketplace or perceived marketplace opportunities

growth in our headcount and other related costs incurred in our customer support organization

volatility
in our stock price which may lead to higher stock compensation expenses

our ability to derive benefits from our investments in sales marketing engineering or other activities and

general economic or political conditions in our domestic and international markets in particular the restncted credit environment impacting

the credit of our customers

The cumulative effects of these factors could result in large fluctuations and unpredictability in our quarterly and annual operating results

As result comparing our operating results on period-to-period basis may not be meaningful You should not rely on our past results as an

indication of our future performance This variability and unpredictability could also result in our failing to meet the expectations of industry or

financial analysts or investors for any period If our revenue or operating results fall below the expectations of analysts or investors or below any

forecasts we may provide to the market or if the forecasts we provide to the market are below the expectations of analysts or investors the price of

our common stock could decline substantially Such stock price decline could occur even when we have met any previously publicly stated revenue

andlor earnings forecasts we may provide

The growth rate in recent periods of our revenue net income and margin may not be indicative of our future performance

You should not consider the growth rate in our revenue net income or margin in recent periods as indicative of our future performance We

do not expect to achieve similar revenue net income or margin growth rates in future periods You should not rely on our revenue net income or

margin for any prior quarterly or annual periods as any indication of our future revenue net income or margin or their rate of growth If we are unable

to maintain consistent revenue net income or margin or growth of any of these financial measures our stock price could be volatile and it may be

difficult to maintain profitability

Our sales cycles can be long and unpredictable particularly to service providers and our sales efforts require considerable time and expense As

result our sales and revenue are difficult to predict and may vary substantially from period to period which may cause our operating results to

fluctuate significantly

The timing of our revenues is difficult to predict Our sales efforts involve educating our potential end-customers and channel partners about

the applications and benefits of our products including the technical capabilities of our products Service providers typically require long sales cycles

which generally range between one and three years but can be longer The sale to large service provider usually begins with an evaluation followed

by one or more network trials followed by vendor selection and contract negotiation and finally followed by installation testing and deployment

Sales cycles for enterprises are typically less than 90 days We spend substantial time and resources on our sales efforts without any assurance that our

efforts will produce any sales In addition purchases of our products are frequently subject to budget constraints multiple approvals and unplanned

administrative processing and other delays Moreover the evolving nature of the market may lead prospective end-customers to postpone their

purchasing decisions pending resolution of Wi-Fi or other standards or adoption of technology by others Even if an end-customer makes decision to

purchase our products there may be circumstances or terms relating to the purchase that delay our ability to recognize revenue from that purchase

which makes our revenue difficult to forecast As result it is difficult to predict whether sale will be completed the particular fiscal period in

which sale will be completed or the fiscal period in which revenue from sale will be recognized Our operating results may therefore vary

significantly from quarter to quarter

With respect to service providers we have only short history of making sales and there remains uncertainty as to whether significant

service provider market for our products will develop Sales to service providers have been characterized by large and sporadic purchases in addition

to long sales cycles Sales activity to service providers depends upon the stage of completion of expanding network infrastructures the availability of

funding and the extent to which service providers are affected by regulatory economic and business conditions in their country of operations The

nature of this sales activity to service providers can result in further fluctuations in our operating results from period to period Orders from service

providers could decline for many reasons unrelated to the competitiveness of our products and services within their respective markets such as

advances in competing technologies Our service provider end-customers typically have long implementation cycles require broader range of

services and often require acceptance terms that can lead to delay in revenue recognition Some of our current or prospective service provider end-

customers have cancelled or delayed and may in the future cancel or delay spending on the development or roll-out of capital and technology projects

with us due to continuing economic uncertainty and consequently our financial position results of operations or cash flows may be adversely

affected Weakness in orders from service providers including as result of any slowdown in capital expenditures by service providers which may be

more prevalent during global economic downturn or periods of economic uncertainty could have material adverse effect on our business financial

position results of operations cash flows and stock price

Our large end-customers particularly service providers have substantial negotiating leverage which may require that we agree to terms and

conditions that could result in decreased revenues and gross margins The loss of single large end-customer could adversely affect our business

Many of our end-customers are service providers or larger enterprises that have substantial purchasing power and leverage in negotiating

contractual arrangements with us These end-customers may require us to develop additional product features may require penalties for non

performance of certain obligations such as delivery outages or response time and may have multi-vendor strategies The leverage held by these large

end-customers could result in decreases in our revenues and gross margins The loss of single large end-customer could materially harm our business

and operating results
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We compete in highly competitive markets and competitivepressuresfrom existing and new companies may harm our business revenues growth
rates and market share In addition many of our current or potential competitors have longer operating histories greater brand recognition

larger customer bases and significantly greater resources than we do and we may lack sufficient financial or other resources to maintain or

improve our competitive position

The markets in which we compete are intensely competitive and we expect competition to increase in the future from established

competitors and new market entrants The markets are influenced by among others the following competitive factors

brand awareness and reputation

price and total cost of ownership

strength and scale of sales and marketing efforts professional services and customer support

product features reliability and performance

incumbency of current provider either for Wi-Fi products or other products

scalability of products

ability to integrate with other technology infrastructures and

breadth of product offerings

Our competitors include Cisco Systems Ericsson Hewlett-Packard Motorola and Aruba Networks We expect competition to intensify in the

future as other companies introduce new products into our markets This competition could result in increased pricing pressure reduced
profit

margins increased sales and marketing expenses and failure to increase or the loss of market share any of which would likely seriously harm our

business operating results or financial condition If we do not keep pace with product and technology advances there could be material and adverse

effect on our competitive position revenues and prospects for growth

number of our current or potential competitors such as Cisco Systems Ericsson Hewlett-Packard and Motorola have longer operating

histories greater name recognition larger customer bases and significantly greater financial technical sales marketing and other resources than we

do Our competitors may be able to anticipate influence or adapt more quickly to new or emerging technologies and changes in customer

requirements devote greater resources to the promotion and sale of their products and services initiate or withstand substantial price competition take

advantage of acquisitions or other opportunities more readily and develop and expand their product and service offerings more quickly than we can In

addition certain competitors may be able to leverage their relationships with customers based on other products or incorporate functionality into

existing products to gain business in manner that discourages customers from purchasing our products including through selling at zero or negative

margins product bundling or closed technology platforms Potential end-customers may prefer to purchase all of their equipment from single

provider or may prefer to purchase wireless networking products from an existing supplier rather than new supplier regardless of product

performance or features

We expect increased competition from our current competitors as well as other established and emerging companies to the extent our

markets continue to develop and expand Conditions in our markets could change rapidly and significantly as result of technological advancements

or other factors Some of our competitors have made acquisitions or entered into partnerships or other strategic relationships to offer more

comprehensive solution than they individually had offered We expect this trend to continue as companies attempt to strengthen or maintain their

market positions in an evolving industry and as companies enter into partnerships or are acquired The companies resulting from these possible

consolidations may create more compelling product offerings and be able to offer greater pricing flexibility making it more difficult for us to compete

effectively including on the basis of price sales and marketing programs technology or product functionality Continued industry consolidation may
adversely impact customers perceptions of the viability of smaller and even medium-sized technology companies such as us and consequently

customers willingness to purchase from such companies These pressures could materially adversely affect our business operating results and

financial condition

We compete in rapidly evolving markets and depend upon the development of new products and enhancements to our existing products If we fail

to predict and respond to emerging technological trends and our customerschanging needs we may not be able to remain competitive

The Wi-Fi and wireless networking market is generally characterized by rapidly changing technology changing end-customer needs

evolving industry standards and frequent introductions of new products and services To succeed we must effectively anticipate and adapt in timely

manner to end-customer requirements and continue to develop or acquire new products and features that meet market demands technology trends

and regulatory requirements Likewise if our competitors introduce new products and services that compete with ours we may be required to

reposition our product and service offerings or introduce new products and services in response to such competitive pressure If we fail to develop

new products or product enhancements or our end-customers or potential end-customers do not perceive our products to have compelling technical

advantages our business could be adversely affected particularly if our competitors are able to introduce solutions with such increased functionality

Developing our products is expensive complex and involves uncertainties Each phase in the development of our products presents serious risks of

failure rework or delay any one of which could impact the timing and cost-effective development of such product and could jeopardize end-customer

acceptance of the product We have experienced in the past and may in the future experience design manufacturing marketing and other difficulties

that could delay or prevent the development introduction or marketing of new products and enhancements In addition the introduction of new or

enhanced products requires that we carefully manage the transition from older products to minimize disruption in customer ordering practices and

ensure that new products can be timely delivered to meet our customers demand As result we may not be successful in modifying our current

products or introducing new products in timely or appropriately responsive manner or at all If we fail to address these changes successfully our

business and operating results could be materially harmed
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We base our inventory purchasing decisions on our forecasts of customers demand and ijour forecasts are inaccurate our operating results

could be materially harmed

We place orders with our manufacturers based on our forecasts of our customers demand Our forecasts are based on multiple assumptions

each of which may cause our estimates to be inaccurate affecting our ability to provide products to our customers When demand for our products

increases significantly we may not be able to meet demand on timely basis and we may need to expend significant amount of time working with

our customers to allocate limited supply and maintain positive customer relations or we may incur additional costs in order to rush the manufacture

and delivery of additional products If we underestimate customers demand we may forego revenue opportunities lose market share and damage our

customer relationships Conversely if we overestimate customer demand we may purchase more inventory than we are able to sell at any given time

or at all In addition we grant our distributors stock rotation rights which require us to accept stock back from distributors inventory including

obsolete inventory As result of our failure to estimate demand for our products and our distributors stock rotation rights we could have excess or

obsolete inventory resulting in decline in the value of our inventory which would increase our costs of revenues and reduce our liquidity Our

failure to accurately manage inventory relative to demand would adversely affect our operating results

If we are unable to manage our growth and expand our operations successfully our business and operating results will be harmed and our

reputation may be damaged

We have expanded our operations significantly since inception and anticipate that further significant expansion will be required to achieve

our business objectives The growth and expansion of our business and product offerings places continuous and significant strain on our

management operational and financial resources Any such future growth would also add complexity to and require effective coordination throughout

our organization

To manage any future growth effectively we must continue to improve and expand our information technology and financial infrastructure

our operating and administrative systems and controls and our ability to manage headcount capital and processes in an efficient manner We may not

be able to successfully implement improvements to these systems and processes in timely or efficient manner which could result in additional

operating inefficiencies and could cause our costs to increase more than planned If we do increase our operating expenses in anticipation of the

growth of our business and this growth does not meet our expectations our operating results may be negatively impacted If we are unable to manage

future expansion our ability to provide high quality products and services could be harmed which could damage our reputation and brand and may

have material adverse effect on our business operating results and financial condition

If material weaknesses occur we may not be able to report our financial results accurately prevent fraud or file our periodic reports as public

company in timely manner

In connection with the audit of our consolidated financial statements for the years ended December 31 2011 and 2010 our independent

registered public accountants identified material weakness in our internal control over financial reporting The material weakness resulted in the

need for adjustments to our financial statements during the audit material weakness is deficiency or combination of deficiencies in internal

control over financial reporting such that there is reasonable possibility that material misstatement of our annual or interim financial statements

will not be prevented or detected on timely basis

The material weakness related to failure to properly design our financial closing and reporting process which resulted from insufficient

accounting resources throughout the years being audited to analyze record review and monitor compliance with generally accepted accounting

principles for transactions on timely basis The resulting errors primarily related to improper estimation of best estimated selling price and vendor

specific objective evidence as required properly to recognize revenue and to the capitalization of overhead in inventory

As of December 2012 we have remediated the previously identified material weakness We cannot be certain however that the

remediation of the material weaknesses will be sustained or that other material weaknesses will not be discovered in the future If material

weaknesses occur in the future we may be unable to report our financial results accurately on timely basis or help prevent fraud which could cause

our reported financial results to be materially misstated and result in the loss of investor confidence or delisting and cause the market price of our

common stock to decline

Failure to successfully implement our new enterprise resource planning system could impact our ability to operate our business lead to internal

control and reporting weaknesses and adversely affect our results of operations and financial condition

We are in the process of implementing new ERP information management system to provide for greater depth and breadth of functionality

and effectively manage our business data communications supply chain order entry and fulfillment inventory and warehouse management and other

business processes delay in such implementation problems with transitioning to our upgraded ERP system or failure of our new system to

perform as we anticipate may result in transaction errors processing inefficiencies and the loss of sales may otherwise disrupt our operations and

materially and adversely affect our business results of operations and financial condition and may harm our ability to accurately forecast sales

demand manage our supply chain fulfill customer orders and report financial and management information on timely and accurate basis In

addition due to the internal control features embedded within ERP systems we may experience difficulties that may affect our internal control over

financial reporting which may create significant deficiency or material weakness in our overall internal controls Initial implementation for our new

ERP system began in the first quarter of 2013 We stopped using our old ERP system immediately when we launched our new ERP system so we do

not have an immediate backup system if our new RP system fails to perform as we anticipate
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We have limited operating history which makes it difficult to evaluate our prospects and future financial results and may increase the risk that

we will not be successfuL

We were incorporated in August 2002 began commercial shipments of our products and systems in 2005 and only achieved significant levels

of revenue in 2010 As result of our limited operating history it is very difficult to forecast our future operating results Our prospects should be

considered and evaluated in light of the risks and uncertainties frequently encountered by companies with limited operating histories These risks and

difficulties include challenges in accurate financial planning as result of limited historical data and the uncertainties resulting from having had

relatively limited time period in which to implement and evaluate our business strategies as compared to older companies with longer operating

histories

Some of the components and technologies used in our products are purchasedfrom single source or limited number of sources The loss of

any of these suppliers may cause us to incur additional transition costs result in delays in the manufacturing and delivery of our products or

cause us to carry excess or obsolete inventory and could cause us to redesign our products

Although supplies of our components are generally available from variety of sources we currently depend on single source or limited

number of sources for several components for our products We have also entered into license agreements with some of our suppliers for technologies

that are used in our products and the termination of these licenses which can generally be done on relatively short notice could have material

adverse effect on our business Forexample we purchase standard Wi-Fi chipsets only from Qualcomm Atheros and our products incorporate certain

technology that we license from Qualcomm Atheros If that license agreement were terminated we would be required to redesign some of our

products in order to incorporate technology from alternative sources and any such termination of the license agreement and redesign of certain of our

products could require additional licenses and materially and adversely affect our business and operating results

Because there are no other sources identical to several of our components and technologies if we lost any of these suppliers or licenses we

could be required to transition to new supplier or licensor which could increase our costs result in delays in the manufacturing and delivery of our

products or cause us to carry excess or obsolete inventory Additionally poor quality in any of the sole-sourced components in our products could

result in lost sales or lost sales opportunities If the quality of the components does not meet our or our customers requirements if we are unable to

obtain components from our existing suppliers on commercially reasonable terms or if any of our sole source providers cease to remain in business or

continue to manufacture such components we could be required to redesign our products in order to incorporate components or technologies from

alternative sources The resulting stoppage or delay in selling our products and the expense of redesigning our products could result in lost sales

opportunities and damage to customer relationships which would adversely affect our reputation business and operating results

In addition for certain components for which there are multiple sources we are subject to potential price increases and limited availability

due to market demand for such components In the past unexpected demand for communication products caused worldwide shortages of certain

electronic parts If such shortages occur in the future and we are unable to pass component price increases along to our customers or maintain stable or

competitive pricing our gross margins and operating results could be negatively impacted

Because we rely on third parties to manufacture our products our ability to supply products to our customers may be disrupted

We outsource the manufacturing of our products to third-party manufacturers Our reliance on these third-party manufacturers reduces our

control over the manufacturing process and exposes us to risks including reduced control over quality assurance product costs and product supply

and timing Any manufacturing disruption by these third-party manufacturers could severely impair our ability to fulfill orders Our reliance on

outsourced manufacturers also yields the potential for infringement or misappropriation of our intellectual property If we are unable to manage our

relationships with these third-party manufacturers effectively or if these third-party manufacturers suffer delays or disruptions for any reason

experience increased manufacturing lead-times capacity constraints or quality control problems in their manufacturing operations or fail to meet our

future requirements for timely delivery our ability to ship products to our customers would be severely impaired and our business and operating

results would be seriously harmed

These manufacturers typically fulfill our supply requirements on the basis of individual orders We do not have long term contracts with our

third-party manufacturers that guarantee capacity the continuation of particular pricing terms or the extension of credit limits Accordingly our third-

party manufacturers are not obligated to continue to fulfill our supply requirements which could result in supply shortages and the prices we are

charged for manufacturing services could be increased on short notice In addition as result of current global financial market conditions natural

disasters or other causes it is possible that any of our manufacturers could experience interruptions in production cease operations or alter our current

arrangements If our manufacturers are unable or unwilling to continue manufacturing our products in required volumes we will be required to

identify one or more acceptable alternative manufacturers It is time-consuming and costly and could be impractical to begin to use new

manufacturers and changes in our third-party manufacturers may cause significant interruptions in supply if the new manufacturers have
difficulty

manufacturing products to our specification As result our ability to meet our scheduled product deliveries to our customers could be adversely

affected which could cause the loss of sales to existing or potential customers delayed revenue or an increase in our costs Any production

interruptions for any reason such as natural disaster epidemic capacity shortages or quality problems at one of our manufacturers would negatively

affect sales of our product lines manufactured by that manufacturer and adversely affect our business and operating results

We rely significantly on channel partners to sell and support our products and the failure of this channel to be effective could materially reduce

our revenue

The majority of our sales are through channel partners We believe that establishing and maintaining successful relationships with these

channel partners is and will continue to be important to our financial success Recruiting and retaining qualified channel partners and training them in

our technology and product offerings require significant time and resources To develop and expand our channel we must continue to scale and

improve our processes and procedures that support our channel partners including investment in systems and training
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Existing and future channel partners will only work with us if we are able to provide them with competitive products on terms that are

commercially reasonable to them If we fail to maintain the quality of our products or to update and enhance them existing and future channel

partners may elect to work instead with one or more of our competitors In addition the terms of our arrangements with our channel partners must be

commercially reasonable for both parties If we are unable to reach agreements that are beneficial to both parties then our channel partner

relationships will not succeed

We have no minimum purchase commitments with any of our channel partners and our contracts with channel partners do not prohibit them

from offering products or services that compete with ours including products they currently offer or may develop in the future and incorporate into

their own systems Some of our competitors may have stronger relationships with our channel partners than we do and we have limited control if any
as to whether those partners use our products rather than our competitors products or whether they devote resources to market and support our

competitors products rather than our offerings

The reduction in or loss of sales by these channel partners could materially reduce our revenue If we fail to maintain relationships with our

channel partners fail to develop new relationships with other channel partners in new markets fail to manage train or incentivize existing channel

partners effectively fail to provide channel partners with competitive products on terms acceptable to them or if these channel partners are not

successful in their sales efforts our revenue may decrease and our operating results could suffer

Our ability to sell our products is highly dependent on the quality of our support and services offerings and our failure to offer high quality

support and services would have material adverse effect on our sales and results of operations

Once our products are deployed our channel partners and end-customers depend on our support organization to resolve any issues relating to

our products high level of support is important for the successful marketing and sale of our products In many cases our channel partners provide

support directly to our end-customers We do not have complete control over the level or quality of support provided by our channel partners These

channel partners may also provide support for other third-party products which may potentially distract resources from support for our products If we
and our channel partners do not effectively assist our end-customers in deploying our products succeed in helping our end-customers quickly resolve

post-deployment issues or provide effective ongoing support it would adversely affect our ability to sell our products to existing end-customers and

could harm our reputation with potential end-customers In some cases we guarantee certain level of performance to our channel partners and end-

customers which could prove to be resource-intensive and expensive for us to fulfill if unforeseen technical problems were to arise

Many of our service provider and large enterprise customers have more complex networks and require higher levels of support than our

smaller end-customers We have recently expanded our support organization for service provider and large enterprise end-customers and continue to

develop this organization If we fail to build this organization quickly enough or it fails to meet the requirements of our service provider or large

enterprise end-customers it may be more difficult to execute on our strategy to increase our sales to large end-customers In addition given the extent

of our international operations our support organization faces challenges including those associated with delivering support training and

documentation in languages other than English As result of all of these factors our failure to maintain high quality support and services would have

material adverse effect on our business operating results and financial condition

The loss of key personnel or an inability to attract retain and motivate qualified personnel may impair our ability to expand our business

Our success is substantially dependent upon the continued service and performance of our senior management team and key technical

marketing and production personnel including Selina Lo who is our President and Chief Executive Officer William Kish who is one of our co
founders and our Chief Technology Officer and Victor Shtrom who is our other co-founder and Chief Wireless Architect Our employees including

our senior management team are at-will employees and therefore may terminate employment with us at any time with no advance notice The

replacement of any members of our senior management team or other key personnel likely would involve significant time and costs and may
significantly delay or prevent the achievement of our business objectives

Our future success also depends in part on our ability to continue to attract integrate and retain highly skilled personnel Competition for

highly skilled personnel is frequently intense especially in the San Francisco Bay Area where we have substantial presence and need for highly

skilled personnel Volatility or lack of performance in our stock price may also affect our ability
to attract and retain our key employees Many of our

employees have become or will soon become vested in substantial amount of stock or stock options Our employees may be more likely to leave us

if the shares they own or the shares underlying their vested options have significantly appreciated in value relative to the original purchase prices of

the shares or the exercise prices of the options or if the exercise prices of the options that they hold are significantly above the market price of our

common stock Further our employees ability to exercise those options and sell their stock in public market is likely to result in higher than

normal turnover rate Any failure to successfully attract integrate or retain qualified personnel to fulfill our current or future needs may negatively

impact our growth Also to the extent we hire personnel from our competitors we may be subject to allegations that these new hires have been

improperly solicited or that they have divulged proprietary or other confidential information or that their former employers own their inventions or

other work product

Our products incorporate complex technology and may contain defects or errors We may become subject to warranty claims product returns

product liability and product recalls as result any of which could cause harm to our reputation and adversely affect our business

Our products incorporate complex technology and must operate with cellular networks and significant number and range of mobile devices

using Wi-Fi while supporting new and complex applications in variety of environments that utilize different Wi-Fi communication industry

standards Our products have contained and may contain in the future undetected defects or errors Some errors in our products have been and may in

the future only be discovered after product has been installed and used by end-customers These issues are most prevalent when new products are

introduced into the market Defects or errors have delayed and may in the future delay the introduction of our new products Since our products

contain components that we purchase from third parties we also expect our products to contain latent defects and errors from time to time related to

those third-party components
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Additionally defects and errors may cause our products to be vulnerable to security attacks cause them to fail to help secure networks or

temporarily interrupt end-customers networking traffic Because the techniques used by computer hackers to access or sabotage networks are

becoming increasingly sophisticated change frequently and generally are not recognized until launched against target our products and third-party

security products may be unable to anticipate these techniques and provide solution in time to protect our end-customers networks In addition

defects or errors in the mechanism by which we provide software updates for our products could result in an inability
to update end-customers

hardware products and thereby leave our end-customers vulnerable to attacks

Real or perceived defects or errors in our products could result in claims by channel partners and end-customers for losses that they sustain

including potentially losses resulting from security breaches of our end-customers networks and/or downtime of those networks If channel partners

or end-customers make these types of claims we may be required or may choose for customer relations or other reasons to expend additional

resources in order to help correct the problem including warranty and repair costs process management costs and costs associated with

remanufacturing our inventory Liability provisions in our standard terms and conditions of sale may not be enforceable under some circumstances or

may not fully or effectively protect us from claims and related liabilities and costs In addition regardless of the party at fault errors of these kinds

divert the attention of our engineering personnel from our product development efforts damage our reputation and the reputation of our products

cause significant customer relations problems and can result in product liability claims We maintain insurance to protect against certain types of

claims associated with the use of our products but our insurance coverage may not adequately cover any such claims In addition even claims that

ultimately are unsuccessful could result in expenditures of funds in connection with litigation
and divert managements time and other resources We

also may incur costs and expenses relating to recall of one or more of our products The process of identi1ing recalled products that have been

widely distributed may be lengthy and require significant resources and we may incur significant replacement costs contract damage claims from our

customers and significant harm to our reputation The occurrence of these problems could result in the delay or loss of market acceptance of our

products and could adversely impact our business operating results and financial condition

If our products do not interoperate with cellular networks and mobile devices future sales of our products could be negatively affected

Our products are designed to interoperate with cellular networks and mobile devices using Wi-Fi technology These networks and devices

have varied and complex specifications As result we must attempt to ensure that our products interoperate effectively with these existing and

planned networks and devices To meet these requirements we have and must continue to undertake development and testing efforts that require

significant capital and employee resources We may not accomplish these development efforts quickly or cost-effectively or at all If our products do

not interoperate effectively orders for our products could be delayed or cancelled which would harm our revenue gross margins and our reputation

potentially resulting in the loss of existing and potential end-customers The failure of our products to interoperate effectively with cellular networks

or mobile devices may result in significant warranty support and repair costs divert the attention of our engineering personnel from our product

development efforts and cause significant customer relations problems In addition our end-customers may require our products to comply with new

and rapidly evolving security or other certifications and standards If our products are late in achieving or fail to achieve compliance with these

certifications and standards or our competitors achieve compliance with these certifications and standards such end-customers may not purchase our

products which would harm our business operating results and financial condition

Although certain technical problems experienced by users may not be caused by our products our business and reputation may be harmed if users

perceive our solution as the cause of slow or unreliable network connection or high profile network failure

Our products have been deployed in many different locations and user environments and are capable of providing connectivity to many

different types of Wi-Fi-enabled devices operating variety of applications The ability of our products to operate effectively can be negatively

impacted by many different elements unrelated to our products For example users experience may suffer from an incorrect setting in Wi-Fi

device Although certain technical problems experienced by users may not be caused by our products users often may perceive the underlying cause

to be result of poor performance of the wireless network This perception even if incorrect could harm our business and reputation Similarly

high profile network failure may be caused by improper operation of the network or failure of network component that we did not supply but other

service providers may perceive that our products were implicated which even if incorrect could harm our business operating results and financial

condition

Our corporate culture has contributed to our success and we cannot maintain this culture especially as we grow we could lose the innovation

creativity and teamwork fostered by our culture and our business may be harmed

We believe that critical contributor to our success has been our corporate culture which we believe fosters innovation teamwork passion

for customers and focus on execution as well as facilitating critical knowledge transfer and knowledge sharing As we grow and change we may find

it difficult to maintain these important aspects of our corporate culture which could limit our ability to innovate and operate effectively Any failure to

preserve our culture could also negatively affect our ability
to retain and recruit personnel continue to perform at current levels or execute on our

business strategy

Our business operating results and growth rates may be adversely affected by current or future unfavorable economic and market conditions

Our business depends on the overall demand for wireless network technology and on the economic health and general willingness of our

current and prospective end-customers to make those capital commitments necessary to purchase our products If the conditions in the U.S and global

economies remain uncertain or continue to be volatile or if they deteriorate further our business operating results and financial condition may be

materially adversely affected Economic weakness end-customer financial difficulties limited availability of credit and constrained capital spending

have resulted and may in the future result in challenging and delayed sales cycles slower adoption of new technologies and increased price

competition and could negatively impact our ability to forecast future periods which could result in an inability to satisfy demand for our products

and loss of market share
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In particular we cannot be assured of the level of spending on wireless network technology the deterioration of which would have material

adverse effect on our results of operations and growth rates The purchase of our products or willingness to replace existing infrastructure is

discretionary and highly dependent on perception of continued rapid growth in consumer usage of mobile devices and in many cases involves

significant commitment of capital and other resources Therefore weak economic conditions or reduction in capital spending would likely adversely

impact our business operating results and financiai condition reduction in spending on wireless network technology could occur or persist even if

economic conditions improve

In addition if interest rates rise or foreign exchange rates weaken for our international customers overall demand for our products and

services could decline and related capital spending may be reduced Furthermore any increase in worldwide commodity prices may result in higher

component prices for us and increased shipping costs both of which may negatively impact our financial results

Our reported financial results may be adversely affected by changes in accounting principles applicable to us

Generally accepted accounting principles in the United States or U.S GAAP are subject to interpretation by the Financial Accounting

Standards Board or FASB the SEC and other various bodies formed to promulgate and interpret appropriate accounting principles change in these

principles or interpretations could have significant effect on our reported financial results and could affect the reporting of transactions completed

before the announcement of any such change Any difficulties in the implementation of these pronouncements could cause us to fail to meet our

financial reporting obligations which could result in regulatory discipline

If our estimates relating to our critical accounting policies are based on assumptions or judgments that change or prove to be incorrect our

operating results couldfall below expectations of financial analysts and investors resulting in decline in our stock price

The preparation of financial statements in conformity with U.S GAAP requires our management to make estimates assumptions and

judgments that affect the amounts reported in the financial statements and accompanying notes We base our estimates on historical experience and on

various other assumptions that we believe to be reasonable under the circumstances the results of which form the basis for making judgments about

the carrying values of assets liabilities equity revenue and expenses that are not readily apparent from other sources Our operating results may be

adversely affected if our assumptions change or if actual circumstances differ from those in our assumptions which could cause our operating results

to fall below the expectations of financial analysts and investors resulting in decline in our stock price Significant assumptions and estimates used

in preparing our financial statements include those related to revenue recognition inventory product warranties allowance for doubtful accounts

stock-based compensation expense and income taxes

Our exposure to the credit risks of our customers may make it difficult to collect accounts receivable and could adversely affect our operating

results and financial condition

In the course of our sales to customers we may encounter difficulty collecting accounts receivable and could be exposed to risks associated

with uncollectible accounts receivable Economic conditions may impact some of our customers ability to pay their accounts payable While we

attempt to monitor these situations carefully and attempt to take appropriate measures to collect accounts receivable balances we have written down

accounts receivable and written off doubtful accounts in prior periods and may be unable to avoid accounts receivable write-downs or write-offs of

doubtful accounts in the future Such write-downs or write-offs could negatively affect our operating results for the period in which they occur

U.S and global political credit and financial market conditions may negatively impact or impair the value of our current portfolio of cash and

cash equivalents including U.S Treasury securities and U.S.-backed investment vehicles

Our cash and cash equivalents are held in variety of interest bearing instruments primarily in U.S Treasury securities As result of the

uncertain domestic and global political credit and financial market conditions investments in these types of financial instruments pose risks arising

from liquidity and credit concerns Given that future deterioration in the U.S and global credit and financial markets is possibility no assurance can

be made that losses or significant deterioration in the fair value of our cash cash equivalents or possible investments will not occur For example in

August 2011 Standard and Poors downgraded the U.S.s credit rating to account for the risk that U.S lawmakers would fail to raise the debt ceiling

andlor reduce its overall deficit Such downgrade could continue to impact the stability of future U.S treasury auctions and affect the trading market

for U.S government securities Uncertainty surrounding U.S congressional action or inaction could impact the trading market for U.S government

securities or impair the U.S governments ability to satisfy its obligations under such treasury securities These factors could impact the liquidity or

valuation of our current portfolio of cash cash equivalents and possible investments If any such losses or significant detenorations occur it may

negatively impact or impair our current portfolio of cash cash equivalents and possible investments which may affect our ability to fund future

obligations Further unless and until the current and global political credit and financial market crisis has been sufficiently resolved it may be

difficult for us to liquidate our investments prior to their maturity without incurring loss which would have material adverse effect on our

business operating results and financial condition

14



Table of Contents

Our business is subject to the risks of earthquakesfirefloods and other natural catastrophic events and to interruption by manmade problems

such as network security breaches computer software or system errors or viruses or terrorism

Our corporate headquarters are located in the San Francisco Bay Area and many of our contract manufacturers are located in eastern Asia

both regions known for seismic activity significant natural disaster such as an earthquake fire or flood occurring near our headquarters or near

the facilities of our contract manufacturers could have material adverse impact on our business operating results and financial condition Despite

the implementation of network security measures our networks also may be vulnerable to computer viruses break-ins and similar disruptions from

unauthorized tampering with our products In addition natural disasters acts of terrorism or war could cause disruptions in our or our customers

businesses our suppliers and manufacturers operations or the economy as whole We also rely on information technology systems to operate our

business and to communicate among our workforce and with third parties For example we use business management and communication software

products provided by third parties such as Microsoft Online and salesforce.com and security flaws or outages in such products would adversely

affect our operations Any disruption to these systems whether caused by natural disaster or by manmade problems such as power disruptions

could adversely affect our business To the extent that any such disruptions result in delays or cancellations of customer orders or impede our

suppliers and/or our manufacturers ability to timely deliver our products and product components or the deployment of our products our business

operating results and financial condition would be adversely affected

New regulations or standards or changes in existing regulations or standards in the United States or internationally related to our products may
result in unanticipated cosis or liabilities which could have material adverse effect on our business results of operations and future sales and

could place additional burdens on the operations of our business

Our products are subject to governmental regulations in variety of jurisdictions In order to achieve and maintain market acceptance our

products must continue to comply with these regulations as well as significant number of industry standards In the United States our products must

comply with various regulations defined by the Federal Communications Commission or FCC Underwriters Laboratories and others We must also

comply with similar international regulations For example our wireless communication products operate through the transmission of radio signals

and radio emissions are subject to regulation in the United States and in other countries in which we do business In the United States various federal

agencies including the Center for Devices and Radiological Health of the Food and Drug Administration the FCC the Occupational Safety and

Health Administration and various state agencies have promulgated regulations that concern the use of radio/electromagnetic emissions standards

Member countries of the European Union have enacted similar standards concerning electrical safety and electromagnetic compatibility and

emissions and chemical substances and use standards

As these regulations and standards evolve and if new regulations or standards are implemented we will be required to modify our products

or develop and support new versions of our products and our compliance with these regulations and standards may become more burdensome The

failure of our products to comply or delays in compliance with the various existing and evolving industry regulations and standards could prevent or

delay introduction of our products which could harm our business End-customer uncertainty regarding future policies may also affect demand for

communications products including our products Moreover channel partners or end-customers may require us or we may otherwise deem it

necessary or advisable to alter our products to address actual or anticipated changes in the regulatory environment Our inability to alter our products

to address these requirements and any regulatory changes may have material adverse effect on our business operating results and financial

condition

We are evaluating and may adopt corporate structure more closely aligned with the international nature of our business activities which will

require us to incur expenses but could fail to achieve the intended benefits

We intend to reorganize our corporate structure and intercompany relationships to more closely align with the international nature of our

business activities This proposed corporate structure may result in reduction in our overall effective tax rate through changes in how we use our

intellectual property international procurement and sales operations This proposed corporate structure may also allow us to obtain financial and

operational efficiencies These efforts will require us to incur expenses in the near term for which we may not realize related benefits If the intended

structure is not accepted by the applicable taxing authorities changes in domestic and international tax laws negatively impact the proposed structure

including proposed legislation to reform U.S taxation of international business activities or we do not operate our business consistent with the

proposed structure and applicable tax provisions we may fail to achieve the financial and operational efficiencies that we anticipate as result of the

proposed structure and our future financial condition and results of operations may be negatively impacted

Risks Related to Our International Operations

Our international operations expose us to additional business risks and failure to manage these risks may adversely affect our international

revenue

We derive significant portion of our revenues from customers outside the United States For the years ended December 31 2012 2011 and

2010 57% 65% and 70% of our revenue respectively was attributable to our international customers As of December 2012 approximately 57%

of our full-time employees were located abroad We expect that our international activities will be dynamic over the foreseeable future as we continue

to pursue opportunities in international markets which will require significant management attention and financial resources Therefore we are

subject to risks associated with having worldwide operations

We have limited history of marketing selling and supporting our products and services internationally As result we must hire and train

experienced personnel to staff and manage our foreign operations To the extent that we experience difficulties in recruiting training managing and

retaining an international staff and specifically staff related to sales management and sales personnel we may experience difficulties in sales

productivity in foreign markets In addition business practices in the international markets that we serve may differ from those in the United States

and may require us to include non-standard terms in customer contracts such as extended payment or warranty terms To the extent that we may enter

into contracts with our international customers in the future that include non-standard terms related to payment warranties or performance obligations

our operating results may be adversely impacted International operations are subject to other inherent risks and our future results could be adversely

affected by number of factors including
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tariffs and trade barriers export regulations and other regulatory or contractual limitations on our ability to sell or develop our products in

certain foreign markets

requirements or preferences for domestic products which could reduce demand for our products

differing technical standards existing or future regulatory and certification requirements and required product features and functionality

management communication and integration problems related to entering new markets with different languages cultures and political

systems

difficulties in enforcing contracts and collecting accounts receivable and longer payment cycles especially in emerging markets

heightened risks of unfair or corrupt busmess practices in certain geographies and of improper or fraudulent sales arrangements that may
impact financial results and result in rcstatements of and irregularities in financial statements

difficulties and costs of staffing and managing foreign operations

the uncertainty of protection for intellectual property rights in some countries

potentially adverse tax consequences including regulatory requirements regarding our ability to repatriate profits to the United States

added legal compliance obligations and complexity

the increased cost of terminating employees in some countries and

political and economic
instability

and terrorism

To the extent we continue to expand our business globally our success will depend in large part on our ability to anticipate and manage

effectively these and other risks associated with our international operations Our failure to manage any of these risks successfully could harm our

international operations and reduce our international sales adversely affecting our business operating results and financial condition

We may not successfully sell our products in certain geographic markets or develop and manage new sales channels in accordance with our

business plan

We expect to continue to sell our products in certain geographic markets where we do not have significant current business and to broader

customer base To succeed in certain of these markets we believe we will need to develop and manage new sales channels and distribution

arrangements Because we have limited experience in developing and managing such channels we may not be successful in further penetrating certain

geographic regions or reaching broader customer base Failure to develop or manage additional sales channels effectively would limit our ability to

succeed in these markets and could adversely affect our ability to grow our customer base and revenue

We are exposed to fluctuations in currency exchange rates which could negatively affect our financial condition and operating results

To date substantially all of our international sales have been denominated in U.S dollars however most of our expenses associated with our

international operations are denominated in local currencies As result decline in the value of the U.S dollar relative to the value of these local

currencies could have material adverse effect on the gross margins and profitability of our international operations Conversely an increase in the

value of the U.S dollar relative to the value of these local currencies results in our products being more expensive to potential customers and could

have an adverse impact on our pricing or our ability to sell our products internationally To date we have not used risk management techniques to

hedge the risks associated with these fluctuations Even if we were to implement hedging strategies not every exposure can be hedged and where

hedges are put in place based on expected foreign currency exchange exposure they are based on forecasts that may vary or that may later prove to

have been inaccurate As result fluctuations in foreign currency exchange rates or our failure to successfully hedge against these fluctuations could

have material adverse effect on our operating results and financial condition

Failure to comply with the U.S Foreign Corrupt Practices Act and similar laws associated with our activities outside the United States could

subject us to penalties and other adverse consequences

significant portion of our revenues is and will be from jurisdictions outside of the United States As result we are subject to the U.S

Foreign Corrupt Practices Act or the FCPA which generally prohibits U.S companies and their intermediaries from making corrupt payments to

foreign officials for the purpose of directing obtaining or keeping business and requires companies to maintain reasonable books and records and

system of internal accounting controls The FCPA applies to companies and individuals alike including company directors officers employees and

agents Under the FCPA U.S companies may be held liable for the corrupt actions taken by employees strategic or local partners or other

representatives In addition the government may seek to rely on theory of successor liability and hold us responsible for FCPA violations committed

by companies or associated with assets which we acquire

In many foreign countries where we operate particularly in countries with developing economies it may be local custom for businesses to

engage in practices that are prohibited by the FCPA or other similar laws and regulations In contrast we have implemented company policy

requiring our employees and consultants to comply with the FCPA and similar laws Although we have not conducted formal FCPA compliance

training we are in the process of devising training schedule for certain of our employees agents and partners Nevertheless there can be no

assurance that our employees partners and agents as well as those companies to which we outsource certain of our business operations will not take

actions in violation of the FCPA or our policies for which we may be ultimately held responsible As result of our rapid growth our development of

infrastructure designed to identify FCPA matters and monitor compliance is at an early stage If we or our intermediaries fail to comply with the

requirements of the FCPA or similar legislation governmental authorities in the U.S and elsewhere could seek to impose civil and/or criminal fines
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and penalties which could have material adverse effect on our business operating results and financial conditions We may also face collateral

consequences such as debarment and the loss of our export privileges

We are subject to governmental export and import controls that could impair our ability to compete in international mark4c due to licensing

requirements and subject us to liability we are not in compliance with applicable laws

Our products and solutions are subject to export control and import laws and regulations including the U.S Export Administration

Regulations U.S Customs regulations and various economic and trade sanctions regulations administered by the U.S Treasury Departments Office

of Foreign Assets Controls Exports of our products and solutions must be made in compliance with these laws and regulations If we fail to comply

with these laws and regulations we and certain of our employees could be subject to substantial civil or criminal penalties including the possible loss

of export or import privileges fines which may be imposed on us and responsible employees or managers and in extreme cases the incarceration of

responsible employees or managers In addition if our channel partners fail to obtain appropriate import export or re-export licenses or

authorizations we may also be adversely affected through reputational harm and penalties Obtaining the necessary authorizations including any

required license for particular sale may be time-consuming is not guaranteed and may result in the delay or loss of sales opportunities Changes in

our products or solutions or changes in applicable export or import laws and regulations may also create delays in the introduction and sale of our

products and solutions in international markets prevent our end-customers with international operations from deploying our products and solutions or

in some cases prevent the export or import of our products and solutions to certain countries governments or persons altogether Any change in

export or import laws and regulations shift in the enforcement or scope of existing laws and regulations or change in the countries governments

persons or technologies targeted by such laws and regulations could also result in decreased use of our products and solutions or in our decreased

ability to export or sell our products and solutions to existing or potential end-customers with international operations Any decreased use of our

products and solutions or limitation on our ability to export or sell our products and solutions would likely adversely affect our business financial

condition and results of operations

Furthermore we incorporate encryption technology into certain of our products and solutions Various countries regulate the import of

certain encryption technology including through import permitting and licensing requirements and have enacted laws that could limit our ability to

distribute our products and solutions or could limit our customers
ability

to implement our products and solutions in those countries Encryption

products and solutions and the underlying technology may also be subject to export control restrictions Governmental regulation of encryption

technology and regulation of imports or exports of encryption products or our failure to obtain required import or export approval for our products

and solutions when applicable could harm our international sales and adversely affect our revenues Compliance with applicable regulatory laws and

regulations regarding the export of our products and solutions including with respect to new releases of our solutions may create delays in the

introduction of our products and solutions in international markets prevent our end-customers with international operations from deploying our

products and solutions throughout their globally-distributed systems or in some cases prevent the export of our products and solutions to some

countries altogether U.S export control laws and economic sanctions programs also prohibit the shipment of certain products and services to

countries governments and persons that are subject to U.S economic embargoes and trade sanctions Even though we take precautions to prevent our

products and solutions from being shipped or provided to U.S sanctions targets our products and solutions could be shipped to those targets or

provided by third-parties despite such precautions Any such shipment could have negative consequences including government investigations

penalties and reputational harm Furthermore any new embargo or sanctions program or any change in the countries governments persons or

activities targeted by such programs could result in decreased use of our products and solutions or in our decreased ability to export or sell our

products and solutions to existing or potential end-customers which would likely adversely affect our business and our financial condition

Risks Related to Our Intellectual Property

Claims by others that we infringe their intellectual property rights could harm our business

Our industry is characterized by vigorous protection and pursuit of intellectual property rights which has resulted in protracted and

expensive litigation
for many companies We are subject to claims and

litigation by third parties that we infringe their intellectual property rights and

we expect claims and litigation with respect to infringement to occur in the future As our business expands and the number of products and

competitors in our market increases and overlaps occur we expect that infringement claims may increase in number and significance Any claims or

proceedings against us whether meritorious or not could be time-consuming result in costly litigation require significant amounts of management

time or result in the diversion of significant operational resources any of which could materially and adversely affect our business and operating

results

Intellectual property lawsuits are subject to inherent uncertainties due to the complexity of the technical issues involved and we cannot be

certain that we will be successful in defending ourselves against intellectual property claims In addition we currently have limited portfolio of

issued patents compared to our larger competitors and therefore may not be able to effectively utilize our intellectual property portfolio to assert

defenses or counterclaims in response to patent infringement claims or litigation brought against us by third parties Further litigation may involve

patent holding companies or other adverse patent owners who have no relevant products or revenues and against whom our potential patents provide

no deterrence and many other potential litigants have the capability to dedicate substantially greater resources to enforce their intellectual property

rights and to defend claims that may be brought against them Furthermore successful claimant could secure judgment that requires us to pay

substantial damages or prevents us from distributing certain products or performing certain services We might also be required to seek license and

pay royalties for the use of such intellectual property which may not be available on commercially acceptable terms or at all Alternatively we may be

required to develop non-infringing technology which could require significant effort and expense and may ultimately not be successful
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If we are unable to protect our intellectual property rights our competitive position could be harmed or we could be required to incur signijicant

expenses to enforce our rights

Our ability to compete effectively is dependent in part upon our ability to protect our proprietary technology We protect our proprietary

information and technology through licensing agreements third-party nondisclosure agreements and other contractual provisions as well as through

patent trademark copyright and trade secret laws in the United States and similar laws in other countries There can be no assurance that these

protections will be available in all cases or will be adequate to prevent our competitors from copying reverse engineering or otherwise obtaining and

using our technology proprietary rights or products The laws of some foreign countries including countries in which our products are sold or

manufactured are in many cases not as protective of intellectual property rights as those in the United States and mechanisms for enforcement of

intellectual property rights may be inadequate In addition third parties may seek to challenge invalidate or circumvent our patents trademarks

copyrights and trade secrets or applications for any of the foregoing There can be no assurance that our competitors will not independently develop

technologies that are substantially equivalent or superior to our technology or design around our proprietary rights We have focused patent

trademark copyright and trade secret protection primarily in the United States China Taiwan and Europe As result we may not have sufficient

protection of our intellectual property in all countries where infringement may occur In each case our ability to compete could be significantly

impaired

To prevent substantial unauthorized use of our intellectual property rights it may be necessary to prosecute actions for infringement andlor

misappropriation of our proprietary rights against third parties Any such action could result in significant costs and diversion of our resources and

managements attention and there can be no assurance that we will be successful in such action Furthermore many of our current and potential

competitors have the ability to dedicate substantially greater resources to enforce their intellectual property rights than we do Accordingly despite our

efforts we may not be able to prevent third parties from infringing upon or misappropriating our intellectual property

We are generally obligated to indemnify our channel partners and end-customers for certain expenses and liabilities resulting from intellectual

property infringement claims regarding our products which could force us to incur substantial costs

We have agreed and expect to continue to agree to indemnify our channel partners and end-customers for certain intellectual property

infringement claims regarding our products As result in the case of infringement claims against these channel partners and end-customers we could

be required to indemnify them for losses resulting from such claims or to refund amounts they have paid to us Some of our channel partners and end-

customers have sought and we expect that certain of our channel partners and end-customers in the future may seek indemnification from us in

connection with infringement claims brought against them In addition some of our channel partners and end-customers have tendered to us the

defense of claims brought against them for infringement We evaluate each such request on case-by-case basis and we may not succeed in refuting

all such claims If channel partner or end-customer elects to invest resources in enforcing claim for indemnification against us we could incur

significant costs disputing it If we do not succeed in disputing it we could face substantial liability

We rely on the availability of third-party licenses Ifthese licenses are available to us only on less favorable terms or not at all in the future our

business and operating results would be harmed

We have incorporated third-party licensed technology into our products For example our products incorporate certain technology that we

license from Qualcomm Atheros It may be necessary in the future to renew licenses relating to various aspects of these products or to seek additional

licenses for existing or new products There can be no assurance that the necessary licenses will be available on acceptable terms or at all The

inability to obtain certain licenses or other rights or to obtain those licenses or rights on favorable terms or the need to engage in litigation regarding

these matters could result in delays in product releases until such time if ever as equivalent technology could be identified licensed or developed

and integrated into our products and might have material adverse effect on our business operating results and financial condition Moreover the

inclusion in our products of intellectual property licensed from third parties on nonexclusive basis could limit our ability to protect our proprietary

rights in our products

Our use of open source software could impose limitations on our ability to commercialize our products

Our products contain software modules licensed for use from third-party authors under open source licenses such as Linux and Cassandra

Use and distribution of open source software may entail greater risks than use of third-party commercial software as open source licensors generally

do not provide warranties or other contractual protections regarding infringement claims or the quality of the code Some open source licenses contain

requirements that we make available source code for modifications or derivative works we create based upon the type of open source software we use

If we combine our proprietary software with open source software in certain manner we could under certain of the open source licenses be

required to release the source code of our proprietary software to the public This could allow our competitors to create similar products with lower

development effort and time and ultimately could result in loss of product sales for us

Although we monitor our use of open source software the terms of many open source licenses have not been interpreted by U.S courts and

there is risk that such licenses could be construed in manner that could impose unanticipated conditions or restrictions on our ability to

commercialize our products In such event we could be required to seek licenses from third parties in order to continue offering our products to re

engineer our products or to discontinue the sale of our products in the event re-engineering cannot be accomplished on timely basis any of which

could materially and adversely affect our business and operating results
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Risks Related to Ownership of Our Common Stock

The price of our common stock has been and will likely continue to be volatile

The trading price of our common stock has fluctuated and is likely to continue to fluctuate substantially The trading price of our common

stock depends on number of factors including those described in this Risk Factors section many of which are beyond our control and may not be

related to our operating performance

Since shares of our common stock were sold at our initial public offering in November 2012 at price of $15.00 per share our stock price

has ranged as low as $12.25 and as high as $26.50 through February 28 2013 Factors that may have and could cause fluctuations in the trading price

of our common stock include the following

price and volume fluctuations in the overall stock market from time to time

volatility
in the market prices and trading volumes of high technology stocks

changes in operating performance and stock market valuations of other technology companies generally or those in our industry in

particular

sales of shares of our common stock by us or our stockholders

failure of financial analysts to maintain coverage of us changes in financial estimates by any analysts who follow our company or our

failure to meet these estimates or the expectations of investors

the financial projections we may provide to the public any changes in those projections or our failure to meet those projections

announcements by us or our competitors of new products or new or terminated significant contracts commercial relationships or capital

commitments

the publics reaction to our press releases other public announcements and filings with the SEC

rumors and market speculation involving us or other companies in our industry

actual or anticipated changes in our results of operations or fluctuations in our operating results

actual or anticipated developments in our business or our competitors businesses or the competitive landscape generally

litigation involving us our industry or both or investigations by regulators into our operations or those of our competitors

developments or disputes concerning our intellectual property or other proprietary rights

announced or completed acquisitions of businesses or technologies by us or our competitors

new laws or regulations or new interpretations of existing laws or regulations applicable to our business

changes in accounting standards policies guidelines interpretations or principles

any major change in our management

general economic conditions and slow or negative growth of our markets and

other events or factors including those resulting from war incidents of terrorism or responses to these events

In addition the stock market in general and the market for technology companies in particular have experienced extreme price and volume

fluctuations that have often been unrelated or disproportionate to the operating performance of those companies Broad market and industry factors

may seriously affect the market price of our common stock regardless of our actual operating performance In addition in the past following periods

of volatility in the overall market and the market prices of particular companies securities securities class action
litigations

have often been instituted

against these companies Litigation of this type if instituted against us could result in substantial costs and diversion of our managements attention

and resources

Sales of substantial amounts of our common stock in the public markets or the perception that they might occu could reduce the price that our

common stock might otherwise attain and may dilute your voting power and your ownership interest in us

Sales of substantial number of shares of our common stock in the public market or the perception that these sales could occur could

adversely affect the market price of our common stock and may make it more difficult for stockholders to sell their common stock at appropriate times

and prices

Upon release of the underwriters lockup from our initial public offering or IPO which is currently scheduled to expire after the close of

trading on May 15 2013 approximately 65.8 million shares of common stock will be eligible for sale subject in some cases to volume and other

restrictions of Rules 144 and 701 under the Securities Act of 1933 as amended as well as our insider trading policy In addition holders of up to

approximately 49626757 shares of our common stock or 66.9% of our total outstanding common stock based on shares outstanding as of

December 2012 will be entitled to rights with respect to registration of these shares under the Securities Act pursuant to an investors rights

agreement If these holders of our common stock by exercising their registration rights sell large number of shares they could adversely affect the

market price for our common stock If we file registration statement for the purposes of selling additional shares to raise capital and are required to

include shares held by these holders pursuant to the exercise of their registration rights our ability to raise capital may be impaired Sales of

substantial amounts of our common stock in the public market following the release of the lock-up or otherwise or the perception that these sales

could occur could cause the market price of our common stock to decline
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Insiders continue to have substantial control over us which could limit stockholders ability to influence the outcome of key transactions

including change of controL

As of December 31 2012 our directors executive officers and each of our stockholders who own greater than 5% of our outstanding

common stock and their affiliates in the aggregate will beneficially own approximately 43.5% of the outstanding shares of our common stock As

result these stockholders if acting together will be able to influence or control matters requiring approval by our stockholders including the election

of directors and the approval of mergers acquisitions or other extraordinary transactions This concentration of ownership may have the effect of

delaying preventing or deterring change of control of our company could deprive our stockholders of an opportunity to receive premium for their

common stock as part of sale of our company and might ultimately affect the market price of our common stock

We do not intend to pay dividends for the foreseeable future

We have never declared or paid any cash dividends on our common stock and do not intend to pay any cash dividends in the foreseeable

future We anticipate that we will retain all of our future earnings for use in the development of our business and for general corporate purposes Any

determination to pay dividends in the future will be at the discretion of our board of directors Accordingly investors must rely on sales of their

common stock after price appreciation which may never occur as the only way to realize any future gains on their investments

The requirements of being public company may strain our resources divert managements attention and affect our ability to attract and retain

qualified members of our board of directors

We are subject to the reporting requirements of the Securities Exchange Act of 1934 as amended or the Exchange Act the Dodd-Frank Act

the listing requirements of the New York Stock Exchange and other applicable securities rules and regulations Compliance with these rules and

regulations has increased and will continue to increase our legal and financial compliance costs make some activities more difficult time-consuming

or costly and increase demand on our systems and resources The Sarbanes-Oxley Act requires among other things that we maintain effective

disclosure controls and procedures and internal control over financial reporting In order to maintain and if required improve our disclosure controls

and procedures and internal control over financial reporting to meet this standard significant resources and management oversight may be required

As result managements attention may be diverted from other business concerns which could harm our business and operating results Although we

have hired additional employees to comply with these requirements we may need to hire more employees in the future which will increase our costs

and expenses

In addition changing laws regulations arid standards relating to corporate governance and public disclosure are creating uncertainty for

public companies increasing legal and financial compliance costs and making some activities more time consuming These laws regulations and

standards are subject to varying interpretations in many cases due to their lack of specificity and as result their application in practice may evolve

over time as new guidance is provided by regulatory and governing bodies This could result in continuing uncertainty regarding compliance matters

and higher costs necessitated by ongoing revisions to disclosure and governance practices We intend to invest resources to comply with evolving

laws regulations and standards and this investment may result in increased general and administrative expenses and diversion of managements

time and attention from revenue-generating activities to compliance activities If our efforts to comply with new laws regulations and standards differ

from the activities intended by regulatory or governing bodies due to ambiguities related to practice regulatory authorities may initiate legal

proceedings against us and our business may be harmed

As public company that is subject to these rules and regulations we may find that it is more expensive for us to obtain director and officer

liability insurance and we may be required to accept reduced coverage or incur substantially higher costs to obtain coverage These factors could also

make it more difficult for us to attract and retain qualified members of our board of directors and qualified executive officers

We may acquire other businesses which could require sign qicant management attention disrupt our business dilute stockholder value and

adversely affect our operating results

As part of our business strategy we may make investments in complementary companies products or technologies However we have not

made any significant acquisitions to date and as result our ability as an organization to acquire and integrate other companies products or

technologies in successful manner is unproven We may not be able to find suitable acquisition candidates and we may not be able to complete such

acquisitions on favorable terms if at all If we do complete acquisitions we may not ultimately strengthen our competitive position or achieve our

goals and any acquisitions we complete could be viewed negatively by our end-customers investors and financial analysts In addition if we are

unsuccessful at integrating such acquisitions or the technologies associated with such acquisitions into our company the revenue and operating

results of the combined company could be adversely affected Any integration process may require significant time and resources and we may not be

able to manage the process successfully We may not successfully evaluate or utilize the acquired technology or personnel or accurately forecast the

financial impact of an acquisition transaction including accounting charges We may have to pay cash incur debt or issue equity securities to pay for

any such acquisition each of which could adversely affect our financial condition or the value of our common stock The sale of equity or issuance of

debt to finance any such acquisitions could result in dilution to our stockholders The incurrence of indebtedness would result in increased fixed

obligations and could also include covenants or other restrictions that would impede our ability to manage our operations

Our future capital needs are uncertain and we may need to raise additionalfunds in the future If we require additional funds in the future those

funds may not be available on acceptable terms or at alL

We believe that our existing cash and cash equivalents will be sufficient to meet our anticipated cash requirements for at least the next

months We may however need to raise substantial additional capital to

fund our operations

continue our research and development

develop and commercialize new products
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acquire companies in-licensed products or intellectual property or

expand sales and marketing activities

Our future funding requirements will depend on many factors including

market acceptance of our products and services

the cost of our research and development activities

the cost of defending in litigation or otherwise claims that we infringe third-party patents or violate other intellectual property rights

the cost and timing of establishing additional sales marketing and distribution capabilities

the cost and timing of establishing additional technical support capabilities

the effect of competing technological and market developments and

the market for different types of funding and overall economic conditions

We may require additional funds in the future and we may not be able to obtain those funds on acceptable terms or at all If we raise

additional funds by issuing equity securities our stockholders may experience dilution Debt financing if available may involve covenants restricting

our operations or our ability to incur additional debt Any debt or additional equity financing that we raise may contain terms that are not favorable to

us or our stockholders

If we do not have or are not able to obtain sufficient funds we may have to delay development or commercialization of our products or

license to third parties the rights to commercialize products or technologies that we would otherwise seek to commercialize If we raise additional

funds through collaboration and licensing arrangements with third parties it may be necessary to relinquish some rights to our technologies or our

products or to grant licenses on terms that are not favorable to us If we are unable to raise adequate funds we may have to liquidate some or all of

our assets or delay reduce the scope of or eliminate some or all of our development programs We also may have to reduce marketing customer

support or other resources devoted to our products or cease operations Any of these actions could harm our operating results

We are an Emerging Growth Company and any decision on our part to comply only with certain reduced disclosure requirements applicable to

Emerging Growth Companies could make our common stock less attractive to investors

We are an emerging growth company as defined in the Jumpstart Our Business Startups Act enacted in April 2012 and for as long as we

continue to be an emerging growth company we may choose to take advantage of exemptions from various reporting requirements applicable to

other public companies but not to emerging growth companies including but not limited to not being required to comply with the auditor

attestation requirements of Section 404 of the Sarbanes-Oxley Act reduced disclosure obligations regarding executive compensation in our periodic

reports and proxy statements and exemptions from the requirements of holding nonbinding advisory vote on executive compensation and

stockholder approval of any golden parachute payments not previously approved We can be an emerging growth company for up to five years after

our initial public offering although if the market value of our common stock that is held by non-affiliates exceeds $700 million as of any June 30

before that time or if we have total annual gross revenues of $1 billion or more during any fiscal year before that time we would cease to be an

emerging growth company as of the end of that fiscal year or if we issue more than $1 billion in non-convertible debt in three year period we

would cease to be an emerging growth company immediately We cannot predict if investors will find our common stock less attractive if we choose

to rely on these exemptions If some investors find our common stock less attractive as result of any choices to reduce future disclosure there may

be less active trading market for our common stock and our stock price may be more volatile

Under the Jumpstart Our Business Startups Act emerging growth companies can delay adopting new or revised accounting standards until

such time as those standards apply to private companies We have irrevocably elected not to avail ourselves of this exemption from new or revised

accounting standards and therefore we will be subject to the same new or revised accounting standards as other public companies that are not

emerging growth companies

As result of becoming public company we are obligated to maintain proper and effective internal controls over financial reporting We may

not complete our analysis of our internal controls over financial reporting in timely manner or these internal controls may not be determined to

be effective which may adversely affect investor confidence in our company and as result the value of our common stock

As public company we are required pursuant to the Exchange Act to furnish report by management on among other things the

effectiveness of our internal control over financial reporting for the first fiscal year beginning after the date of our IPO This assessment will need to

include disclosure of any material weaknesses identified by our management in our internal control over financial reporting and if we cease to be an

emerging growth company statement that our auditors have issued an attestation report on our managements assessment of our internal controls

21



Table of Contents

We are in the early stages of the costly and challenging process of evaluating our internal controls identifjing and remediating deficiencies

in those internal controls and documenting the results of our evaluation testing and remediation We may not be able to complete our evaluation

testing and any required remediation in timely fashion During the evaluation and testing process if we identify one or more material weaknesses in

our internal control over financial reporting that we are unable to remediate before the end of the same fiscal year in which the material weakness is

identified we will be unable to assert that our internal controls are effective If we are unable to assert that our internal control over financial reporting

is effective or if our auditors are unable to attest to managements report on the effectiveness of our internal controls or determine we have material

weakness in our internal controls we could lose investor confidence in the accuracy and completeness of our financial reports which would cause the

price of our common stock to decline

As public company we are required to disclose material changes made in our internal control and procedures on quarterly basis

However our independent registered public accounting firm will not be engaged to formally attest to the effectiveness of our internal control over

financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act until the first annual report required to be filed with the SEC when we cease

being an emerging growth company To comply with the requirements of being public company we may need to undertake various actions such

as implementing new internal controls and procedures and hiring accounting or internal audit staff

Iffinancial or industry analysts do not publish research or reports about our business or issue an adverse or misleading opinion regarding

our common stock our stock price and trading volume could decline

The trading market for our common stock may be influenced by the research and reports that industry or financial analysts publish about us

or our business We do not control these analysts or the content and opinions included in their reports As new public company we may be slow to

attract research coverage and the analysts who publish information about our common stock will have had relatively little experience with our

company which could affect their ability to accurately forecast our results and make it more likely that we fail to meet their estimates In the event we

obtain industry or financial analyst coverage if any of the analysts who cover us issue an adverse or misleading opinion regarding our stock price our

stock price would likely decline If one or more of these analysts cease coverage of our company or fail to publish reports on us regularly we could

lose visibility in the financial markets which in turn could cause our stock price or trading volume to decline

Certain provisions in our charter documents and under Delaware law could limit attempts by our stockholders to replace or remove members of

our board of directors or current management and may adversely affect the market price of our common stock

Our restated certificate of incorporation and our restated bylaws may have the effect of delaying or preventing change of control or changes

in our board or directors or management These provisions include the following

our board of directors has the right to elect directors to fill vacancy created by the expansion of the board of directors or the resignation

death or removal of director which prevents stockholders from being able to fill vacancies on our board of directors

our stockholders may not act by written consent or call special stockholders meetings as result holder or holders controlling

majority of our capital stock would not be able to take certain actions other than at annual stockholders meetings or special stockholders

meetings called by the board of director the chairman of the board the chief executive officer or the president

our certificate of incorporation prohibits cumulative voting in the election of directors which limits the ability of minority stockholders to

elect director candidates

stockholders must provide advance notice and additional disclosures in order to nominate individuals for election to the board of directors

or to propose matters that can be acted upon at stockholders meeting which may discourage or deter potential acquiror from conducting

solicitation of proxies to elect the acquirors own slate of directors or otherwise attempting to obtain control of our company and

our board of directors may issue without stockholder approval shares of undesignated preferred stock the
ability to issue undesignated

preferred stock makes it possible for our board of directors to issue preferred stock with voting or other rights or preferences that could

impede the success of any attempt to acquire us

As Delaware corporation we are also subject to certain Delaware anti-takeover provisions Under Delaware law corporation may not

engage in business combination with any holder of 15% or more of its capital stock unless the holder has held the stock for three years or among

other things the board of directors has approved the transaction Our board of directors could rely on Delaware law to prevent or delay an acquisition

of us

Certain of our executive officers or directors may be entitled to accelerated vesting of their stock options pursuant to the terms of their

employment arrangements or option grants upon change of control of the company In addition to the arrangements currently in place with some of

our executive officers we may enter into similar arrangements in the future with other officers Such arrangements could delay or discourage

potential acquisition of the company
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ITEM UNRESOLVED STAFF COMMENTS

None

ITEM PROPERTIES

Our headquarters currently occupy approximately 95000 square feet of office space in Sunnyvale California pursuant to lease that expires

in 2022 We also maintain two additional facilities in Sunnyvale California totaling 40000 square feet used for marketing purposes and for research

and development testing In addition we maintain offices in China India Japan Taiwan Singapore and the United Kingdom We believe that these

facilities are suitable and adequate to meet our current needs We intend to add new facilities or expand existing facilities as we add employees and

we believe that suitable additional or substitute space will be available as needed to accommodate any such expansion of our operations

ITEM LEGAL PROCEEDINGS

We are party to litigation
and subject to claims arising in the ordinary course of business including claims related to intellectual property

infringement Although the results of
litigation

and claims cannot be predicted with certainty we currently believe that the final outcome of these

matters will not have material adverse effect on our business Regardless of the outcome litigation can have an adverse Impact on us because of

defense and settlement costs diversion of management resources and other factors

ITEM MINE SAFETY DISCLOSURES

Not applicable
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PART 11

ITEM MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER MATTERS AND ISSUER

PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock $0.00 par value per share has been trading on the New York Stock Exchange since November 16 2012 under the

symbol RKUS

Holders of Record

As of December 2012 there were approximately 409 holders of record of our common stock Because many of our shares of common

stock are held by brokers and other institutions on bchalf of stockholders we are unable to estimate the total number of stockholders represented by

these record holders

Price Range of Our Common Stock

The following table sets forth the reported high and low sales closing prices of our common stock for the fourth quarter of 2012 from the

date of our IPO November 16 2012 through December 31 2012 as quoted on the New York Stock Exchange

Year Ended December 312012 High Low

Fourth Quarter from November 16 2012 22.53 12.25

Dividend Policy

We have never declared or paid and do not anticipate declaring or paying in the foreseeable future any cash dividends on our capital stock

Any future determination as to the declaration and payment of dividends if any will be at the discretion of our board of directors subject to

applicable laws and will depend on then existing conditions including our financial condition operating results contractual restrictions capital

requirements business prospects and other factors our board of directors may deem relevant
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Stock Price Performance Graph

This performance graph shall not be deemed jIledfor purposes of Section 18 of the Securities Exchange Act of 1934 as amended the

Exchange Act7 or incorporated by reference into any filing of Ruckus Wireless Inc under the Securities Act of 1933 as amended or the Exchange

Act except as shall he expressly set forth by specflc reference in such filing
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Ruckus Wireless Inc NYSE Comp NYSE Arca Tech 100

This graph compares for the period ended December 31 2012 the cumulative total return on our common stock the NYSE Composite

Index and the NYSE Area Tech 100 Index The graph assumes $100 was invested on November 16 2012 in the common stock of Ruckus Wireless

Inc the NYSE Composite Index and the NYSE Area Tech 100 Index and assumes the reinvestment of any dividends The stock price performance on

the following graph is not necessarily indicative of future stock price performance

Base Period Indexed Returns Period ended

Company/Index 11/16/2012 12/31/2012

Ruckus Wireless Inc 100.00 150.20

NYSE Comp 100.00 106.45

NYSE Area Tech 100 100.00 107.25

Recent Sales of Unregistered Securities

In February 2012 and April 2012 we issued 4590692 shares of our Series preferred stock to accredited investors at purchase pnce

of $5.4458 for an aggregate consideration of $24999991

In November 2012 an accredited investor net exercised warrants to purchase an aggregate of 105964 shares of our convertible

preferred stock and 101 989 shares of our common stock The warrants were exercisable for 120900 shares of our preferred stock at an exercise pnce

of $1.82 and $1.98 and 105000 shares of our common stock at an exercise price of $0.43 In connection with the exercise the number of shares were

reduced pursuant to cashless exercises provisions in the warrant

From January 2012 through December 31 2012 pursuant to the terms of our equity incentive plans options to purchase 811891

shares of our common stock have been exercised by our officers directors and employees for an aggregate amount of cash consideration of $632850

The offers sales and issuances of the securities described in paragraphs and above were deemed to be exempt from registration under

the Securities Act in reliance on Section 42 of the Securities Act or Regulation promulgated thereunder as transactions by an issuer not involving

public offering The recipients of securities in each of these transactions acquired the securities for investment only and not with view to or for sale

in connection with any distribution thereof and appropriate legends were affixed to the securities issued in these transactions Each of the recipients of

securities in these transactions was an accredited or sophisticated person and had adequate access through employment business or other

relationships to information about us
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The offers sales and issuances of the Securities described in paragraph above were deemed to be exempt from registration under the
Securities Act under either Rule 701 promulgated under the Securities Act as offers and sale of securities pursuant to certain compensatory benefit
plans and contracts relating to compensation in compliance with Rule 701 or Section 42 of the Securities Act as transactions by an issuer not

involving any public offering or because they did not involve sales of securities The recipients of securities in each of these transactions
represented their intention to acquire the securities for investment only and not with view to or for sale in connection with any distribution thereof and
appropriate legends were affixed to the stock certificates and instruments issued in such transactions All recipients had adequate access through their

relationships with us to information about us

Use of Proceeds

On November 15 2012 our Registration Statement on Form S-I File No 333-184309 was declared effective by the SEC for our IPO of
common stock pursuant to which we sold an aggregate of 7000000 shares of our common stock at public offering price of $15.00 per share for

aggregate gross proceeds of$ 105.0 million

Goldman Sachs Co and Morgan Stanley Co LLC acted as lead joint bookrunning managers and representatives of the underwriters for
the offering Deutsche Bank Securities Inc acted as bookrunning manager and Needham Company LLC Oppenheimer Co Inc William
Blair Company LLC and Craig-Hallum Capital Group LLC each acted as co-manager We paid to the underwriters underwriting discounts

totaling approximately $7.4 million in connection with the offering In addition we incurred expenses of approximately $3.6 million in connection
with the offering $0.8 million of which was unpaid as of December 31 2012 When added to the underwriting discounts total expenses paid by us
were approximately $11.0 million Thus the net offering proceeds to us after deducting underwriting discounts and offering expenses were
approximately $94.0 million No payments were made to our directors or officers or their associates holders of 10% or more of any class of our
equity securities or any affiliates

We intend to use the net proceeds from this offering for working capital and other general corporate purposes including sales and marketing
activities and product development We may also use portion of the net proceeds for the acquisition of or investment in technologies solutions or
businesses that complement our business although we have no present commitments or agreements to enter into any acquisitions or investments As
of February 28 2013 the net offering proceeds have been invested in money market funds We are currently considering higher yielding investment
opportunities based on the Companys investment policies

There has been no material change in the planned use of proceeds from our lPO as described in our final prospectus filed with the SEC on
November 16 2012 pursuant to Rule 424b

ITEM SELECTED CONSOUDATD FINANCIAL DATA

The selected consolidated statement of operations data for the years ended December 31 2012 2011 and 2010 and the consolidated balance
sheet data as of December 2012 and 2011 are derived from our audited consolidated financial statements included elsewhere in this report Our
historical results are not necessarily indicative of the results that may be expected in the future The selected consolidated financial data below should
be read in conjunction with the section entitled Item Managements Discussion and Analysis of Financial Condition and Results of Operations
and Item Consolidated Financial Statements and Supplementary Data

26



Table of Contents

Years Ended December 31

2012 2011 2010

in thousands except per share data

Consolidated Statements of Operations Data

Revenues

Product 201913 114684 73108

Service 12740 5339 2381

Total revenues 214653 120023 75489

Cost of revenues

Product 70478 44705 34039

Service 5306 2502 1705

Total cost of revenues 75784 47207 35744

Gross profit 138869 72816 39745

crating expenses

Research and development 43821 24892 19256

Sales and marketing 56209 32659 19185

General and administrative 20237 8524 4231

Total operating expenses 120267 66075 42672

Operating income loss 18602 6741 2927

Interest expense 472 1025 1011

Other expense net 3664 1215 290

Income loss before income taxes 14466 4501 4228

Income tax benefit expense 17238 315 176

Net income loss 31704 4186 4404

Net income loss attributable to common stockholders 9036 379 4404

Net income loss per share attributable to common stockholders

Basic 0.36 0.02 0.30

Diluted 0.24 0.02 0.30

Weighted average shares used in computing net income loss per share attributable to

common stockholders

Basic 24847 15584 14498

Diluted 37775 23269 14498
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Stock-based compensation expense included in the statements of operations data above was as follows

Cost of revenues

Research and development

Sales and marketing

General and administrative

Total stock-based compensation expense

Selected consolidated balance sheet data as of December 31 2012 and 2011

Years Ended December 31

As of December 31

Consolidated Balance Sheet Data

Cash and cash equivalents

Working capital

Total assets

Deferred revenue current and long term

Redeemable convertible preferred stock

Total stockholders equity deficit1

2012 2011

in thousands

133386 11200

141093 2927

243839 65690

40486 17181

170211

51257

44743

The outstanding redeemable conveitible preferred stock converted to common shares following the close of the Companys IPO

2012 2011 2010

in thousands

243

2409

1787

148

1055

471

82

468

242

4012 594 421

8451 2268 1213
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ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of ourfinancial condition and results of operations together with the consolidated

financial statements and related notes that are included elsewhere in this report This discussion contains forward-looking statements based upon

current expectations that involve risks and uncertainties Our actual results may differ materially from those anticipated in these forward-looking

statements as result of various factors including those set forth under Item IA Risk Factors and in other parts of this report

Overview

Ruckus is leading provider of carrier-class Wi-Fi solutions Our solutions which we call Smart Wi-Fi are used by service providers and

enterprises to solve network capacity and coverage challenges associated with the rapidly increasing traffic and number of users on wireless networks

Our Smart Wi-Fi solutions offer carrier-class enhanced reliability consistent performance extended range and massive scalability Our products

include gateways controllers and access points These products incorporate our proprietary technologies including Smart Radio Smart Q0S Smart

Mesh SmartCell and Smart Scaling to enable high performance in variety of challenging operating conditions faced by service providers and

enterprises

Our products have been sold to over 21700 end-customers worldwide Our service provider end-customers include mobile operators cable

companies wholesale operators and fixed-line carriers Our enterprise end-customers span wide range of industries including hospitality education

healthcare warehousing and logistics corporate enterprise retail state and local government and public venues such as stadiums convention centers

airports and major outdoor public areas

Our revenue increased 79% to $214.7 million for the year ended December 31 2012 from $120.0 million for the year ended December 31

2011 Net income increased to $31.7 million for the year ended December 31 2012 which included $17.2 million income tax benefit from net

income of $4.2 million for the year ended December 31 2011 The income tax benefit of $17.2 million for the year ended December31 2012

primarily relates to the release of our valuation allowance of $23.6 million offset by tax expense associated with the use of net operating losses and

minor amounts of state and foreign taxes

We have focused since our inception in 2004 on developing products that combine industry standard Wi-Fi chip sets with our proprietary

technology to deliver high performance Wi-Fi connectivity in challenging environments We first commercialized our Wi-Fi technology in customer

premise equipment or CPE that performed the highly demanding task of delivering live television over Wi-Fi In 2005 we began selling our Smart

Wi-Fi CPE products to broadband operators for Internet Protocol television or IPTV distribution within home

Following the launch of our CPE products we began to apply the expertise that we gained in delivering Wi-Fi solution for home use to

address the capacity and coverage requirements of service providers and midsized enterprises In late 2007 we first introduced our carrier-class

ZoneFlex product line ZoneFlex integrates our Smart Wi-Fi technologies into set of access points and controllers that provide cost-effective highly

reliable and scalable solutions to service providers and enterprises

In connection with the launch of our ZoneFlex product line we began to significantly increase our investments in our service provider and

enterprise sales and marketing activities At the same time we began to shift focus away from our CPE products CPE revenue was less than 5% of

total revenue for the year ended December 31 2012 and we expect this revenue to decline as percentage of total revenue in future periods

As demand for our products from service providers increased we recognized the need to enable service providers to integrate their Wi-Fi and

cellular network infrastructures We therefore significantly increased our research and development activities to address network integration

requirements of service providers Consistent with that focus we acquired the business of IntelliNet Technologies Inc or IntelliNet for total

consideration of $15.6 million which increased our ability to manage and control subscriber traffic across Wi-Fi and cellular networks

We launched our SmartCell gateway in the first quarter of 2012 to enable service providers to support and manage our Smart Wi-Fi access

points and to serve as platform for integration of Wi-Fi and other services into the service provider network infrastructure While this product was

designed to address specific requirements of service providers we generally develop and sell the same products for both our service provider and

enterprise end-customers This approach to our products provides us maximum leverage from our research and development and sales and marketing

investments with respect to service providers and enterprises

We target both service providers and enterprises that require carrier-class Wi-Fi solutions through our global force of sales personnel and

systems engineers They work with value-added resellers and distributors which we collectively refer to as channel partners to reach and service our

end-customers Our channel partners provide lead generation pre-sales support product fulfillment and in certain circumstances post-sales customer

service and support In some instances service providers may also act as channel partner for sales of our solutions to enterprises Our sales personnel

and systems engineers typically engage directly with selected large service providers and enterprises whether or not product fulfillment involves our

channel partners In contrast the majority of our enterprise sales are originated and completed by our channel partners with little or no direct

engagement with us

Service providers typically require long sales cycles which generally range between one and three years but can be longer The sale to

large service provider usually begins with an evaluation followed by one or more network trials followed by vendor selection and
finally deployment

and testing large service provider will frequently issue request for proposals to shortlist competitive suppliers prior to the network trials

Completion of several of these steps is substantially outside of our control which causes our revenue patterns from large service providers to vary

widely from period to period After initial deployment subsequent purchases of our products typically have more compressed sales cycle The

service providers that we consider to be primarily end-customers produced approximately one third of our revenue for the year ended December 31

2012 and approximately one quarter of our revenue for the year ended December 31 2011 Sales cycles for enterprises are typically less than 90 days
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We are global business and for the year ended December 31 2012 more than 57% of our annual revenue has been generated from

customers outside of the United States Due primarily to the size of large service provider orders the amount of revenue from region may vary

significantly from period to period For example for the year ended December 31 2011 37% of our revenue was generated from the Americas region

35% was generated from the Asia Pacific or APAC region and 28% was generated from the Europe Middle East and Africa or EMEA region

lowever during the year ended December 31 2012 45% of our revenue was generated from the Americas 32% was generated from the APAC

region and 23% was generated from the EMEA region We derive revenue from sales of our products and from services which are primarily

maintenance and support Over 94% of our revenue is from product sales

We outsource the warehousing and delivery of our products to third-party logistics provider for worldwide fulfillment In 2012 the

Company began warehousing and delivering some products in the United States from our headquarters in Sunnyvale California We perform quality

assurance and testing at our Sunnyvale California fitcilities

We believe the market for our Smart Wi-Fi solutions is growing rapidly and our intention is to continue to invest for long-term growth We

expect to continue to invest heavily in research and development to expand the capabilities of our solutions with respect to services providers and

enterprises We also plan to continue to make significant investments in our field sales and marketing activities both by increasing our service

provider focused direct sales force and by expanding our network of channel partners

Key Components of Our Results of Operations and Financial Condition

Revenues

We generate revenue from the sales of our products and services As discussed further in Critical Accounting Policies and Estimates --

Revenue Recognition below revenue is recognized when persuasive evidence of an arrangement exists delivery has occurred the fec is fixed or

determinable and collectability is reasonably assured

Our total revenue is comprised of the following

Product Revenue The majority of our product revenue is generated from sales of our products which predominately includes access points

and controllers as well as corresponding controller licenses We generally recognize product revenue on sales to distributors customers and at the time

of shipment for all other customers provided that all other revenue recognition criteria have been met

Service Revenue Service revenue is generated primarily from post-contract support or PCS and includes software updates on if and

when available basis telephone and internet access to technical support personnel and hardware support PCS terms are typically one year to five

years and we recognize service revenue ratably over the contractual service period

Cost of Revenues

Our total cost of revenues is comprised of the following

Cost of Product Revenue Cost of product revenue primarily includes manufacturing costs of our products payable to third-party contract

manufacturers Our cost of product revenue also includes shipping costs third-party logistics costs provisions for excess and obsolete inventory

warranty and personnel costs including stock-based compensation certain allocated costs for facilities and other expenses associated with
logistics

and quality control

Cost of Service Revenue Cost of service revenue primarily includes personnel costs including stock-based compensation and certain

allocated costs for facilities and other expenses associated with our global support organization

Gross Margin

Gross margin or gross profit as percentage of revenue has been and will continue to be affected by variety of factors including the

average sales price of our products manufacturing costs the mix of products sold and the mix of revenue between products and services For sales of

our products ZoneFlex products generally have higher gross margins than our CPE products Our products currently have higher gross margins than

our services due to the continuing investment in our service operations to manage anticipated growth We expect our gross margins to fluctuate over

time depending on the factors described above

Operating Expenses

Research and Development Research and development expense consists primarily of personnel costs including stock-based

compensation for employees and contractors engaged in research design and development activities as well as costs for prototype-related expenses

product certification travel depreciation recruiting and allocated costs for certain facilities and benefits costs allocated based on headcount We

believe that continued investment in research and development and our products is important to attaining our strategic objectives We expect research

and development expense to increase in absolute dollars as we continue to invest in our future products and services although our research and

development expense may fluctuate as percentage of total revenue

Sales and Marketing Sales and marketing expense consists primarily of personnel costs commission costs and stock-based compensation

for employees and contractors engaged in sales and marketing activities Commission costs are calculated on shipment and expensed in the same

period Sales and marketing expense also includes the costs of trade shows marketing programs promotional materials demonstration equipment

travel depreciation recruiting and allocated costs for certain facilities and benefits costs allocated based on headcount We expect sales and marketing

expense to continue to increase in absolute dollars as we increase the size of our sales and marketing organizations in support of our investment in our

growth opportunities although our sales and marketing expense may fluctuate as percentage of total revenue
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General and Administrative General and administrative expense consists primarily of personnel costs and stock-based compensation for

our executive finance legal human resources and other administrative employees In addition general and administrative expenses include outside

consulting legal audit and accounting services depreciation and facilities and other supporting overhead costs not allocated to other departments We

expect that our general and administrative expenses will increase on an absolute basis in the near term as we continue to expand our business and

incur additional expenses associated with being publicly traded company However we expect general and administrative to decrease as

percentage of revenue

Interest Expense

Interest expense consists of interest on our outstanding debt and amortization of loan fees All outstanding debt was repaid in full by the end

of June 2012

Other Expense net

Other expense net consists primarily of the changes in the fair value of our convertible preferred stock warrant liability and the contingent

liability arising from the acquisition of IntelliNet Both were classified as liability on our 2011 consolidated balance sheet and their estimated fair

values were re-measured at each balance sheet date with the corresponding change recorded within other expense net

Concurrent with the closing of our IPO in November 2012 the convertible preferred stock issuable upon exercise of the warrants became

exercisable for common stock and the related liability was reclassified to additional paid-in capital in stockholders equity deficit

The contingent liability arising from the acquisition of lntelliNet was settled in the fourth quarter of 2012

Income Tax Expense

During the year ended December 31 2012 we concluded that it was more likely than not that we would be able to realize our benefit of the

U.S federal and state deferred tax assets in the future As result we reduced the valuation allowance on our net deferred tax assets by $23.6 million

for the year ended December 2012 The release of the valuation allowance contributed to the net income tax benefit of $17.2 million for the year

ended December 31 2012 after deducting tax expense associated with the use of net operating losses and minor amounts of state and foreign taxes

Significant management judgment is required in determining the period in which the reversal of valuation allowance should occur We are

required to consider all available evidence both positive and negative such as historical levels of income and future forecasts of taxable income

amongst other items in determining whether full or partial release of our valuation allowance is required We are also required to schedule future

taxable income in accordance with accounting standards that address income taxes to assess the appropriateness of valuation allowance which

further requires the exercise of significant management judgment As result there can be no assurance that there will be release in future periods of

the remaining amount of our valuation allowance or that an increase in such allowance may not be required in the future
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Results of Operations

The following tables set forth our results of operations for the periods presented as percentage of total revenue for those periods The

period-to-period comparison of financial results is not necessarily indicative of future results

Consolidated Statement of Operations

Years Ended December 31

2012 2011 2010

Revenues

Product
94.1% 95.6% 96.8

Service 59 44 3.2

Total revenues
100.0 100.0 100.0

Cost of revenues

Product
32.8 37.2 45.1

Service
2.5 2.1 2.3

Total cost of revenues 353 393 47.4

Gross margin 64.7 60.7 52.6

Operating expenses

Research and development 20.4 20.7 25.5

Sales and marketing 26.2 27.2 25.4

General and administrative
9.4 7.1 5.6

Total operating expenses 56.0 55.0 56.5

Operating margin 8.7 5.7 3.9

Interest expense 0.2 0.9 1.3

Other expense net
1.7 1.0 0.4

Income loss before income taxes
6.8 3.8 5.6

Income tax benefit expense 8.0 0.3 0.2

Net income loss 14.8% 3.5% 5.8%
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Years Ended December 31

2012 2011 2010 2012to2011 2011 to2OlO

%of %of %of
Amount Revenue Amount Revenue Amount Revenue Change Change Change Change

dollars in thousands

201913 94.1% 114684 95.6% 73108 96.8% 87229 76.1% 41576 56.9%

12740 5.9% 5339 4.4% 2381 3.2% 7401 138.6% 2958 124.2%

214653 100% $120023 100% 75489 100% 94630 78.8% 44534 59.0%

Americas

APAC

EMEA

Total revenue

Years Ended December 31

2012 2011 2010 2012to2011 2011to2010

%of %of %of
Amount Revenue Amount Revenue Amount Revenue Change Change Change Change

dollars in thousands

Revenue by geographic region

96732 45.0% 45154 37.6% 24038 31.8% 51578 114.2% 21116 87.8%

68630 32.0% 41658 34.7% 27485 36.4% 26972 64.7% 14173 51.6%

49291 23.0% 33211 27.7% 23966 31.8% 16080 48.4% 9245 38.6%

214653 100% 120023 100% 75489 100% 94630 78.8% 44534 59.0%

2012 Compared to 2011

The increase in product revenue for the year ended December 2012 compared to the year ended December 31 2011 was primarily driven

by an increase of $92.8 million in ZoneFlex product sales to new and existing customers offset slightly by decrease of $5.6 million in CPE product

sales due to increased focus on our higher margin products and shift away from sales of our CPE products The increase in ZoneFlex product sales

was due to increased adoption by our end-customers of our ZoneFlex products Our total number of end-customers increased to approximately 21700

at December 31 2012 from approximately 11600 at December 31 2011

The increase in service revenue for the year ended December 31 2012 compared to the year ended December 31 2011 is primarily related to

the increase in PCS sales in connection with the increased sales of our ZoneFlex products Service revenues are amortized over the contractual service

period

The Americas and APAC contributed to the majority of the revenue increase between the penods Revenue from all regions increased during

the year ended December 31 2012 primarily due to our investment in increasing the size of our sales force and the number of channel partners in each

region focused on selling our ZoneFlex product and significant orders from service providers which can be large enough to make our revenue trend

appear nonlinear APAC revenues were positively impacted by sales by one of our distributors to large service provider The growth in the EMEA

region was offset in part by decline of approximately $3.8 million in revenues from CPE products

2011 Compared to 2010

The increase in product revenue for the year ended December 2011 compared to the year ended December 31 2010 was primarily driven

by an increase of $52.9 million in ZoneFlex product sales to new and existing customers offset in part by decrease of $11.3 million in CPE product

sales due to increased focus on our higher margin products and shift away from sales of our CPE products The increase in product sales was due to

increased adoption by end-customers of our ZoneFlex products Our total number of aggregate end-customers increased to approximately 11600 at

December 31 2011 from approximately 5600 at December 31 2010

The increase in service revenue for the year ended December 2011 compared to the year ended December 31 2010 is primarily related to

the increase over time in PCS sales in connection with the sales of our ZoneFlex products as service revenues are amortized over the contractual

service period

The Americas and APAC regions contributed the largest portion of the revenue increase between the periods because of their larger and more

established sale force Revenue from all regions increased during the year ended December 31 2011 primarily due to our investment in increasing the

size of our sales force and the number of channel partners in each region The growth in the Americas APAC and EMEA regions was slightly offset

by decline of approximately $2.3 million $6.0 million and $3.0 million respectively in revenues from CPE products due to increased focus on our

higher margin products and shift away from sales of our CPE products
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Cost of Revenues and Gross Margin

of Cost of Cost of Cost

Amount of Revenue Amount of Revenue Amount of Revenue

dollars in thousands

Cost of revenues

95.2% 25773

5306 7.0% 2502 5.3% 1705 4.8% 2804
_________

75784 100% 47207 100% 35744 100% 28577
_________

Gross Gross Gross
Amount

Marcin
Amount

Marcin
Amount

Marcin _________ _________ _________ _________

dollars in thousands

Product
61.0% 39069 53.4% 61456 4.1 30910 7.6

24.7

2012 Compared to 2011

Gross margin for the year ended December 2012 compared to the year ended December 2011 increased 4.0 percentage points The

increase of 4.1 percentage points in product gross margin was primarily due to shift in product mix In 2011 higher margin ZoneFlex products

accounted for approximately 87% of product revenue while low margin CPE products accounted for approximately 13% of product revenues In

2012 the ZoneFlex products represented over 95% of product revenues while CPE products accounted for less than 5% In addition to product mix

product margins increased due to improved operational efficiencies and reduced CPE inventory write downs due to product end of life in 2011

partially offset by increased amortization of purchased technology resulting from our purchase of IntelliNet Our product gross margin can be

impacted by sales of ZoneFlex products to service providers and enterprises regional revenue mix and sales of low margin CPE products The

increase of 5.3 percentage points in service gross margin was primarily result of 38.6% growth in service revenue offset in part by an increase in

the cost of 112 arising from our investment in increasing our service operations to manage anticipated growth

2011 Compared to 2010

Gross margin for the year ended December 2011 compared to the year ended December 2010 increased 8.1 percentage points The

increase of 7.6 percentage points in product gross margin was primarily due to shift in product mix with an increase in our higher margin ZoneFlex

products compared to our lower margin CPE products and improved operational efficiencies The increase of 24.7 percentage points in service gross

margin was primarily result of 124.2% growth in service revenue while cost of service revenue only increased by 46.7% due to increased operating

efficiencies in our service and support group

Years Ended December 31

2012 2011 2010

70478 93.0% 44705

2012 to 2011 2011 to 2010

Chance Chance Chance Chance

94.7% 34039
Product

Service

Total cost of

revenues

Gross profit

Years Ended December 31

57.7% 10666 31.3%

112.1% 797 46.7%

60.5% 11463 32.1%

2012 2011 2010 2012 to2Oll 2011 to2OlO

Service

Total gross profit

131435 65.1% 69979

7434

$138869

Margin Margin

Chance Chance Chance Chance

58.4% 2837

64.7% 72816

53.1% 676

60.7% 39745

28.4%

52.6%

4597

$66053

5.3 2161

4.0 33071 8.1
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Research and Development

Years Ended December 31

2012 2011 2010 2012to2011 2011 to2OlO

Amount Amount Amount Change Change Change Change

dollars in thousands

Research and development
43821 24892 19256 18929 76.0% 5636 29.3%

of revenue
20.4% 20.7% 25.5%

2012 Compared to 2011

The increase in research and development expenses for the year ended December 31 2012 compared to the year ended December 2011

was primarily attributable to increases in personnel and related costs of 11 million which included stock-based compensation of $1 .4 million and

bonuses of $1.2 million as we continued to add headcount and increase our investments in enhancing existing products and the development of future

product offerings Research and development expenses also increased due to higher expensed materials and supplies of $2.0 million increased

depreciation of $0.9 million increased product design and implementation of $2.1 million increased allocated facilities of $1 .5 million and increased

other engineering costs of $1 .3 million We expect our research and development costs to continue to increase in absolute dollars as we continue to

invest in developing new products and developing new versions of our existing products

2011 Compared to 2010

The increase in research and development expenses for the year ended December 31 2011 compared to the year ended December 2010

was primarily attributable to increases in personnel and related costs of $4.7 million which included increased stock-based compensation of $0.6

million as we continued to add headcount and increase our investments in future product offerings and by an aggregate of $0.9 million due in part to

increased depreciation and other allocations

Sales and Marketing

Years Ended December 31

2012 2011 2010 2012to2011 2011to2010

Amount Amount Amount Change Change Change Change

dollars in thousands

Sales and marketing 56209 $32659 $19185 $23550 72.1% 13474 70.2%

of revenue 26.2% 27.2% 25.4%

2012 Compared to 2011

The increase in sales and marketing expenses for the year ended December 31 2012 compared to the year ended December 31 2011 was

primarily attributable to increases in headcount and related expenses as we increase our sales organization as part of our strategy to expand our reach

into new service providers and channel partners Personnel and related expenses increased $14.5 million including increased bonus and commission

expenses of $3.0 million related to our increased sales and stock-based compensation of $1.3 million Third-party commission expense increased by

$1.3 million primarily related to our expansion in the Japanese market Travel expenses increased $2.6 million and marketing programs increased $2.6

million due to an increase in tradeshows and public relations activities as we continue to focus our efforts on product marketing Other sales and

marketing expenses increased $2.6 million in consulting general departmental expenses including allocated facilities of $1.0 million due to increased

activity and headcount We expect that sales and marketing expenses will continue to increase in absolute dollars as we continue our strategy of

adding sales personnel to target service providers and enterprises

2011 Compared to 2010

The increase in sales and marketing expenses for the year ended December 31 2011 compared to the year ended December 31 2010 was

primarily attributable to increases in headcount and related expenses of $7.5 million including commission expenses of $2.3 million related to

increase in revenue and increased stock-based compensation expense of $0.2 million as we expand our sales organization to support our revenue

growth Third party commission expense increased by $1.8 million primarily due to expansion into the Japanese market Marketing expenses

increased $1.0 million due to an increase in tradeshows and public relations activities Travel expenses increased $1.2 million as result of the

increased marketing activities as well as our increased sales headcount Other sales and marketing costs including consulting depreciation and

allocations increased $2.0 million to support our continued growth and additional headcount
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General and Administrative

Years Ended December 31

2012 2011 2010 2012to2011 2011to2010

Amount Amount Amount Change Change Change Change

dollars in thousands

General and administrative
$20237 8524 4231 $11713 137.4% 4293 101.5%

%of revenue 94% 7.1% 5.6%

2012 Compared to 2011

The increase in general and administrative expenses for the year ended December 2012 compared to the year ended December 31 2011

was primarily attributable to an increase in personnel costs of $7.0 million which includes stock-based compensation of $3.4 million General and

administrative costs also increased due to higher external legal audit and accounting services of $2.6 million and other general expenses of $2.1

million including depreciation facilities and IT expense The increases were attributable to our efforts to support the growth of our business preparing

and eventually becoming publicly held company We expect that general and administrative expenses will continue to increase in absolute dollars

due primanly to costs associated with being public company and to support the growth in our business

2011 Compared to 2010

The increase in general and administrative expenses for the year ended December 2011 compared to the year ended December 2010

was primarily attributable to an increase in personnel related costs of $1.0 million which includes increased stock-based compensation of $0.2 million

and to increased professional services costs of $2.0 million including increased legal expenses of$1.6 million due principally to defending several

lawsuits We also incurred an increase of $0.6 million in consulting expenses related to the growth in our business and an increase of $0.9 million in

other general and administrative expenses including depreciation travel facilities and other overhead costs to support the business

Interest Expense

Years Ended December 31

2012 2011 2010 2012to2011 2011 to2OIO

Amount Amount Amount Change Change Change Change

dollars in thousands

Interest expense 472 1025 1011 553 54.0% 14 1.4%

2012 Compared to 2011

Interest expense decreased to $0.5 million in the year ended December31 2012 from $1.0 million in the year ended December31 2011 due

to the Company repaying all outstanding loans by the end of June 2012 Interest expense relates to our loans payable that accrued interest at fixed

rates between 7.0% and 9.5% per year

2011 Compared to 2010

Interest expense primarily relates to our loans payable that accrue interest at fixed rates of between 7.0% and 9.5% per year Loans

outstanding during the two years did not substantially change
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Other Expense net

Years Ended December 31

2012 2011 2010 20l2to2011 2011to2010

Amount Amount Amount Change Change Change Change

dollars in thousands

Other expense net
3664 1215 290 2449 201.6% 925 319.0%

2012 Compared to 2011

Other expense net increased to $3.7 million in the year ended December 31 2012 from $1.2 million in the year ended December 31 2011

primarily due to an increase in the revaluation of our outstanding convertible preferred stock warrants of $2.0 million and an increase in fair value of

the contingent consideration liability arising from the acquisition of IntefliNet of $0.4 million

2011 Compared to 2010

Other expense net primarily consists of charges related to the revaluation of our convertible preferred stock warrants to fair value each

reporting period

Income Tax Benefit Expense

Years Ended December 31

2012 2011 2010 2012to2011 2011 to2OIO

Amount Amount Amount Change Change Change Change

dollars in thousands

Income tax benefit expense 17238 315 176 17553 139 79.0%

2012 Compared to 2011

The income tax benefit of $17.2 million for the year ended December 31 2012 primarily relates to the release of our valuation allowance of

$23.6 million offset by tax expense associated with the use of net operating losses and minor amounts of state and foreign taxes

The release of the valuation allowance is based on our determination during the year ended December 31 2012 that it was more likely than

not that we would be able to realize the benefit of the U.S federal and state deferred tax assets in the future We based this conclusion on our recent

historical operations having generated taxable income and our expectation that our future operations will continue to generate taxable income

sufficient to realize the tax benefits associated with the deferred tax assets

2011 Compared to 2010

The income tax expense primarily relates to amounts for state and foreign income taxes

Selected Quarterly Financial Data

The following tables set forth our unaudited quarterly consolidated statement of operations data for each of the eight quarters ended

December 31 2012 In managements opinion the data has been prepared on the same basis as the audited Consolidated Financial Statements

included in this report and reflects all necessary adjustments consisting only of normal recurring adjustments necessary for fair statement of this

data
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Consolidated Statement of Operations Data

For the three months ended

March 31 June 30 September 30 December 31
2012 2012 2012 2012

in thousands

Revenues

Product

Service

Total revenues

Cost of revenues

42547 46150

2467 2741

45014 48891

55263 57953

3321 4211

58584 62164

Product

Service

Total cost of revenues

Gross profit

Operating expenses

Research and development

Sales and marketing

General and administrative

Total operating expenses

Operating income

Interest expense

Other expense net

Income before income taxes

Income tax benefit expense

Net income

15636 16280

945 1014

16581 17294

28433 31597

8749 9438

12203 12707

2981 5456

23933 27601

4500 3996

228 244

243 724

4029 3028

284 17600

3745 20628

19034 19528

1424 1923

20458 21451

38126 40713

12291 13343

14872 16427

5356 6444

32519 36214

5607 4499

601 2096

5006 2403

453 531

5459 1872
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For the three months ended

March 31 June 30 September 30 December 31
2011 2011 2011 2011

in thousands

Consolidated Statement of Operations Data

Revenues

Product
20418 24900 30169 39197

Service
924 1112 1464 1839

Total revenues
21342 26012 31633 41036

Cost of revenues

Product
9011 9971 11401 14322

Service
566 592 609 735

Total cost of revenues 9577 10563 12010 15057

Gross profit 11765 15449 19623 25979

Operating expenses

Research and development 4927 5833 6434 7698

Sales and marketing
6245 7054 8199 11161

General and administrative
1518 1552 2801 2653

Total operating expenses 12690 14439 17434 21512

Operating income loss 925 1010 2189 4467

Interest expense 224 226 203 372

Other expense net 50 310 67 788

Income loss before income taxes 1199 474 1919 3307

Income tax expense 69 68 69 109

Netincomeloss 1268 406 1850 3198
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Uquidity and Capital Resources

December 31

2012 2011 2010

dollars in thousands

Cash and cash equivalents 133386 11200 1891

Years Ended December 31

2012 2011 2010

dollars in thousands

Net cash provided by used in operating activities 28092 14951 6626

Net cash used in investing activities 10122 9664 1555

Net cash provided by used in financing activities 104216 4022 525

Net increase decrease in cash and cash equivalents 122186 9309 8706

We had cash and cash equivalents of $133.4 million at December 2012 Cash and cash equivalents consist of cash and money market

funds Cash held overseas was $1.2 million We did not have any short-term or long-term investments

Prior to our IPO we financed our operations and capital expenditures through private sales of preferred stock debt and cash flows from our

operations On November 16 2012 we closed our IPO in which 8400000 shares of common stock were sold to the public inclusive of 7000000

shares of common stock sold by us The public offering price of the shares sold in the IPO was $15.00 per share The total gross proceeds from the

offering were $126.0 million After deducting underwriting discounts and commissions offering expenses payable by us and net proceeds received by

the selling stockholders the aggregate net proceeds received by us totaled approximately $94.0 million net of unpaid costs of $0.8 million as of

December 31 2012

We also borrowed approximately $11.9 million under loan and security agreement with financial institution in 2007 and 2008 which was

repaid in full in June 2012

In October 2011 we acquired certain assets of IntelliNet for total cash consideration of $6.0 million and future consideration of up to $7.0

million During the year ended December 31 2012 we paid $5.0 million of the future consideration This acquisition was partially financed through

short-term credit facility for $5.0 million which was repaid in full in January 2012

We plan to continue to invest for long-term growth We anticipate that these investments will continue to increase in absolute dollars We

believe that our existing cash and cash equivalents balance together with cash proceeds from operations will be sufficient to meet our working capital

requirements for at least the next 12 months Our future capital requirements will depend on many factors including our growth rate the timing and

extent of spending to support development efforts the expansion of sales and marketing activities the introduction of new and enhanced products and

services offerings the costs to ensure access to adequate manufacturing capacity and the continuing market acceptance of our products In the event

that additional financing is required from outside sources we may not be able to raise it on terms acceptable to us or at all If we are unable to raise

additional capital when desired our business operating results and financial condition would be adversely affected

Operating Activities

We generated $28 million of cash from operating activities in the year ended December 31 2012 resulting from our net income of $31 .7

million offset in part by changes in our operating assets and liabilities of $2.2 million and by non-cash net benefits of $1.4 million The non-cash net

benefit consisted primarily of the release of our valuation allowance for deferred income taxes of $1 8.3 million partially offset by non-cash charges

consisting mainly of depreciation and amortization of $4.9 million stock-based compensation of $8.5 million revaluation of our preferred stock

warrants of $2.8 million and revaluation of contingent liabilities of $0.4 million The net change in our operating assets and liabilities was the result

of net increase in accounts payable accrued compensation and accrued liabilities of $9.0 million relating to the growth in our business and an

increase in deferred revenues of $23.3 million primarily due to increases in products held by our distributors partially offset by increased inventories

of $8.1 million accounts receivable of $21.1 million deferred costs of $3.7 million and prepaid and other current assets of $1.3 million arising from

the growth of our business
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We generated $15.0 million of cash from operating activities in the year ended December 31 2011 resulting from our net income of $4.2

million increased by non-cash charges primarily consisting of $5.4 million and changes in our operating assets and liabilities of $5.4 million Non-

cash charges consisted of stock-based compensation of $2.3 million depreciation and amortization of $2.1 million and revaluation of preferred stock

warrants of $0.9 million The net changes in our operating assets and liabilities was the result of increased accounts payable and accrued expenses of

$7.5 million relating to the growth in our business increased accrued vacation due to our increased headcount and increased deferred rent for new

facilities increased deferred revenue of $6.9 million due to increased PCS sales increase deferred product sales and increased stock at our

distributors and decreased inventories of $1 .3 million as part of our effort to increase operational efficiency offset in part by increased accounts

receivable of$10.0 million due to increased sales

We used $6.6 million of cash in operating activities in the year ended December 31 2010 resulting from our net loss of $4.4 million and

increased inventories of $9.5 million to satisfy growing demand partially offset in part by non-cash depreciation and amortization of $1.1 million

non-cash stock-based compensation of $1.2 million and increased accounts payable and accrued expenses of $5.3 million relating to the growth in the

business

Investing Activities

Our primary investing activities have consisted of purchases of property and equipment related to leasehold improvements technology

hardware and tooling to support our growth in headcount and to support operations and our corporate infrastructure Purchases of property and

equipment may vary from period to period due to the timing of the expansion of our operations

Cash used in investing activities in the year ended December 31 2012 was $10.1 million of which $7.5 million related to purchases of

property and equipment $2.0 million was partial payment on future consideration for the purchase of IntelliNet and $0.6 million related to

refundable deposits on new facility leases

Cash used in investing activities in the year ended December31 2011 was $9.7 million of which $6.0 million was for the acquisition of

lntelliNet and $3.7 million was related to purchases of property and equipment

Cash used in investing activities in the year ended December 31 2010 was $1 .6 million all of which was for the purchase of property and

equipment

Financing Activities

Our financing activities have primarily consisted of net proceeds from the sale of our common stock in our IPO net proceeds from the

issuance of convertible preferred stock and to much lesser extent the issuance of common stock upon exercise of employee stock options

We generated $104.2 million of cash from financing activities during the year ended December 31 2012 primarily from proceeds net of

issuance costs paid from our IPO of $94.8 million net proceeds of $24.9 million from the sale of our Series preferred stock financing and $0.6

million in proceeds from the exercises of stock options offset in part by repayment of $13.6 million under our credit and loan facilities and settlement

of the contingent consideration with lntelliNet of $2.6 million

We generated $4.0 million of cash from financing activities in the year ended December 31 2011 primarily due to net increase of $3.4

million in borrowings under our credit facilities and $0.6 million in proceeds from the exercises of stock options

We used $0.5 million of cash in financing activities in the year ended December 31 2010 due to net repayment of $0.8 million under our

credit facilities offset in part by $0.3 million in proceeds from the exercises of stock options

Contractual Obligations Commitments

We lease our headquarters in Sunnyvale California and other locations worldwide under non-cancelable operating leases that expire at

various dates through 2022 The following table summarizes our contractual obligations at December 31 2012 including leases

Payment Due by Period

More than
Less than

Total Year 1-3 Years 3-5 Years
Years

Operatingleases 27607 4111 6727 4503 12266

Purchase commitments 4262 4262

Acquisition liabilities 2000 2000

Total 33869 10373 6727 4503 12266

Consists of minimum purchase commitments with our contract manufacturers

The table above excludes liabilities for deferred revenue of $40.5 million and uncertain tax positions and related interest and penalties

accrual of $0.1 million We have not provided detailed estimate of the payment timing of uncertain tax positions due to the uncertainty of when the

related tax settlements will become due
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Off-Balance Sheet Arrangements

Through December 31 2012 we did not have any relationships with unconsolidated organizations or financial partnerships such as

structured finance or special purpose entities that would have been established for the purpose of facilitating off-balance sheet arrangements or other

contractually narrow or limited purposes

Critical Accounting Policies and Estimates

Our consolidated financial statements are prepared in accordance with GAAP The preparation of these consolidated financial statements

requires us to make estimates and assumptions that affect the reported amounts of assets liabilities revenue expenses and related disclosures We

evaluate our estimates and assumptions on an ongoing basis Our estimates are based on historical experience and various other assumptions that we

believe to be reasonable under the circumstances Our actual results could differ from these estimates

We believe that the assumptions and estimates associated with revenue recognition inventory valuation of goodwill intangible assets

income taxes stock-based compensation and warranties have the greatest potential impact on our consolidated financial statements Therefore we

consider these to be our critical accounting policies and estimates For further information on all of our significant accounting policies please see

Note of the accompanying notes to our consolidated financial statements

In connection with the audits of our consolidated financial statements for the years ended December 31 2011 and 2010 our independent

registered public accountants identified material weakness in our internal control over financial reporting As of December 31 2012 we have

remediated the previously identified material weakness

Revenue Recognition

We generate revenue from the sales of hardware with embedded software and related PCS through direct sales force and indirect

relationships with our channel partners

Revenue is recognized when all of the following criteria are met

Persuasive evidence of an arrangement exists We rely upon sales contracts and purchase orders to determine the existence of an

arrangement

Delivery has occurred Delivery is deemed to have occurred when title has transferred We use shipping documents to verify transfer of

title

The fre is fixed or determinable We assess whether the fee is fixed or determinable based on the terms associated with the transaction

Collectabilily is reasonably assured We assess collectability based on credit analysis and payment history

We recognize product revenue at the time title transfers provided that all other revenue recognition criteria have been met

Certain of our distributors that stock our product are granted stock rotation rights as well as rebates for sales of our products Therefore the

arrangement fee for this group of distributors is not fixed and determinable when products are shipped and revenue is therefore deferred until our

products are shipped to the distributors customer

Certain of our arrangements are multiple-element arrangements which consist of hardware products with embedded software and PCS Our

hardware with the embedded software which is proprietary operating system that together with the hardware delivers the functionality desired by

our customers is considered separate unit of accounting from PCS as our customers often buy our hardware products without PCS For multiple-

element arrangements we allocate revenue to each unit of accounting based on an estimated selling price at the inception of the arrangement The

total arrangement consideration is allocated to each separate unit of accounting using the relative estimated selling prices of each unit We limit the

amount of revenue recognized for delivered elements to an amount that is not contingent upon future delivery of additional products or service

To determine the estimated selling price in multiple-element arrangements we first look to establish vendor specific objective evidence or

VSOE of the selling price using the prices charged for deliverable when sold separately If VSOE of the selling price cannot be established for

deliverable we look to establish third-party evidence or TPE of the selling price by evaluating the pricing of similar and interchangeable competitor

products or services in standalone arrangements However as our products contain significant element of proprietary technology and offer

substantially different features and functionality from our competitors we have been unable to obtain comparable pricing information with respect to

our competitors products Therefore we have not been able to obtain reliable evidence of TPE of the selling price If neither VSOE nor TPE of the

selling price can be established for deliverable we establish best estimate selling price or BESP by reviewing historical transaction information and

considering several other internal factors including discounting and margin objectives We have established VSOE of the selling price of PCS through

an analysis of the historical separate sales of PCS noting that such sales have occurred at consistent prices and with high level of concentration with

respect to such pricing Furthermore we have established BESP of the selling price of our hardware products with embedded software based on an

analysis of our historical separate sales of hardware products with embedded software The concentration of such pricing was not sufficient to assert

VSOE of the selling price and accordingly we have determined that we can only demonstrate BESP of the selling price

We make certain estimates and maintain allowances for sales returns stock rotation and other programs based on our historical experience

To date these estimates have not been significant

We recognize services revenue from PCS ratably over the contractual service period which is typically one to five years Other services

revenue is recognized as the services are rendered and has not been significant to date
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Revenue is reported net of sales taxes Shipping charges billed to channel partners are included in revenue and related costs are included in

cost of revenue To date shipping charges have not been significant After receipt of channel partner order any amounts billed in excess of revenue

recognized are recorded as deferred revenue

Inventories

Inventories are carried at the lower of standard cost which approximates actual cost on first-in first-out basis or market or estimated net

realizable value We evaluate inventory for excess and obsolete products based on managements assessment of future demand and market conditions

We subcontract manufacturing on substantially all of our products At December 31 2012 and 2011 inventories were predominately comprised of

finished goods

Goodwill

We evaluate goodwill for impairment annually in the fourth quarter of our fiscal year or whenever events or changes in circumstances

indicate the canying value of goodwill may not be recoverable Triggering events that may indicate impairment include but are not limited to

significant adverse change in customer demand or business climate that could affect the value of goodwill or significant decrease in expected cash

flows As of December 31 2012 no impairment of goodwill has been identified

Intangible Assets Net

Acquired intangible assets consist of existing technology resulting from acquisitions Acquired intangible assets are recorded at fair value

net of accumulated amortization Intangible assets are amortized on straight-line basis over their estimated useful lives

Income Taxes

We utilize the asset and liability method of accounting for income taxes Under this method deferred tax assets and liabilities are determined

based on the differences between financial reporting and tax reporting bases of assets and liabilities and are measured using enacted tax rates and laws

that are expected to be in effect when the differences are expected to reverse Valuation allowances are provided when necessary to reduce deferred

tax assets to the amount expected to be realized

We record uncertain tax positions in accordance with accounting standards on the basis of two-step process whereby determination is

made as to whether it is more likely than not that the tax positions will be sustained based on the technical merits of the position and for those tax

positions that meet the more-likely-than-not recognition threshold we recognize the largest amount of tax benefit that is more likely than not to be

realized upon ultimate settlement with the related tax authority

Stock-Based Compensation

Stock-based compensation is measured at the grant date based on the fair value of the award and is recognized as expense net of estimated

forfeitures over the requisite service period which is generally the vesting period of the award

Determining the fair value of stock-based awards at the grant date represent managements best estimates but the estimates involve inherent

uncertainties and the application of managements judgment We use the Black-Scholes option pricing model to determine the fair value of stock

options and purchases under our 2012 Employee Stock Purchase Plan ESPP The determination of the grant date fair value of options using an

option pricing model is affected by our estimated common stock fair value prior to our IPO as well as assumptions regarding number of other

complex and subjective variables These variables include the fair value of our common stock our expected stock price volatility over the expected

term of the options stock option exercise and cancellation behaviors risk-free interest rates and expected dividends which are estimated as follows

Fair Value of Our Common Stock Prior to the IPO our stock was not publicly traded therefore we estimated the fair value of our common

stock as discussed in Pre-IPO Common Stock Valuations below Following our IPO we established policy of using the closing sale

price per share of our common stock as quoted on the New York Stock Exchange on the date of grant for purposes of determining the

exercise price per share of our options to purchase common stock

Expected Term The expected term for stock options was estimated using the simplified method allowed under SEC guidance The

expected term for the ESPP is based on the term of the purchase period

Volatility
Given the limited trading history for our common stock the expected stock price volatility for our common stock was estimated

by taking the average historic price volatility for industry peers which we have designated based on daily price observations over period

equivalent to the expected term of the stock option grants Industry peers which we have designated consist of several public companies in

the industry similar in size stage of life cycle and financial leverage We did not rely on implied volatilities of traded options in these

industry peers common stock because the volume of activity was relatively low We intend to continue to consistently apply this process

using the same or similar public companies until sufficient amount of historical information regarding the volatility of our own common

stock share price becomes available or unless circumstances change such that the identified companies are no longer similar to us in which

case more suitable companies whose share prices are publicly available would be utilized in the calculation

Risk-free Rate The risk-free interest rate is based on the yields of U.S Treasury securities with maturities similar to the expected term of

the options for each option group

Dividend Yield We have never declared or paid any cash dividends and do not presently plan to pay cash dividends in the foreseeable

future Consequently we used an expected dividend yield of zero
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In addition to assumptions used in the Black-Scholes option-pricing model we must also estimate forfeiture rate to calculate the share-

based compensation for our awards Our forfeiture rate is based on an analysis of our actual historical forfeitures Quarterly changes in the estimated

forfeiture rate can have significant impact on our share-based compensation expense as the cumulative effect of adjusting the rate is recognized in

the period the forfeiture estimate is changed If re ised forfeiture rate is higher than the previously estimated forfeiture rate an adjustment is made

that will result in decrease to the share-based compensation expense recognized in the financial statements If revised forfeiture rate is lower than

the previously estimated forfeiture rate an adjustment is made that will result in an increase to the share-based compensation expense recognized in

the financial statements

We will continue to use judgment and estimates in evaluating the assumptions related to our share-based compensation on prospective

basis As we continue to accumulate additional data we may have refinements to our estimates which could materially impact our future share-based

compensation expense

Pre-IPO Common Stock Valuations

Prior to the IPO the fair value of the comnion stock underlying stock options was approved by our board of directors which intended all

options granted to have an exercise price per share equal to the per-share fair value of the common stock underlying those options on the date of grant

The valuations of our common stock were determined in accordance with the guidelines outlined in the American Institute of Certified Public

Accountants Practice Aid Valuation of Privately-Held-Company Equity Securities Issued as Compensation In the absence of public trading market

the board of directors with input from management exercised significant judgment and considered numerous objective and subjective factors to

determine the fair value of our common stock as of the date of each option grant including the following factors

sales by the company of preferred stock and common stock to outside investors in arms-length transactions

the market performance of comparable publicly traded technology companies

the introduction by us of new products or services

the likelihood of achieving liquidity event for the shares of common stock underlying these stock options such as an initial public

offering or sale of our company given prevailing market conditions

adjustments necessary to recognize lack of marketability for our common stock

the U.S and global capital market conditions and

other changes in the company since the last time the board of directors had approved option grants and made determination of fair value

In order to determine the fair value of our common stock underlying option grants issued prior to our initial public offering the board of

directors considered recent sales of common stock to outside investors in arms-length transactions and used the income approach to estimate the

business enterprise value or BEV and then allocated the BEV to each element of our capital structure preferred stock common stock warrants and

options In application of the income approach discounted cash flow method or DCF is utilized The DCF method estimates enterprise value based

on the estimated present value of future net cash flows the business is expected to generate over forecasted period and an estimate of the present

value of cash flows beyond that period which is referred to as terminal value In estimating the terminal value market comparable method was

utilized market comparable method considers guideline public company trading multiples of certain financial metrics that can be applied to

subject company as an indication of value multiple of enterprise value to revenue was utilized as an exit multiple to estimate the undiscounted

terminal value The present value of the terminal value and the discrete cash flows were estimated using discount rate which accounts for the time

value of money and the appropriate degree of risks inherent in the business In allocating the total equity value between preferred and common stock

we assumed that the preferred stock would convert to common stock Our indicated BEV at each valuation date was allocated to the shares of

preferred stock common stock warrants and options using an option pricing method or OPM Estimates of the volatility of our common stock were

based on available information on the volatility of common stock of comparable publicly traded companies

For each valuation we prepared financial projections to be used in the income approach The financial projections took into account our

historical financial operating results our business experiences and our future expectations We factored the risk associated with achieving our forecast

into selecting the appropriate exit multiple and discount rate There is inherent uncertainty in these estimates as the assumptions we used were highly

subjective and subject to change as result of new operating data and economic and other conditions that impact our business

Warranties

We offer limited lifetime hardware warranty on our indoor wireless LAN products and limited warranty for all other products for period

of up to one year for hardware and 90 days for software We accrue for potential warranty claims as component of cost of product revenues based on

historical experience and other data Accrued warranty is recorded in accrued liabilities on the consolidated balance sheets and is reviewed

periodically for adequacy If we experience an increase in warranty claims compared with our historical experience or if the cost of servicing

warranty claims is greater than expected our gross margin could be adversely affected To date we have not accrued any significant costs associated

with our warranty
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ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Sensitivity

We had cash and cash equivalents of $133.4 million and $11.2 million as of December 31 2012 and 2011 respectively These amounts were

held primarily in cash deposits and money market funds The fair value of our cash and cash equivalents would not be significantly affected by either

an increase or decrease in interest rates due mainly to the short-term nature of these instruments

Foreign Currency Risk

Most of our sales are denominated in U.S dollars and therefore our revenues are not currently subject to significant foreign currency risk

Our operating expenses are denominated in the currencies of the countries in which our operations are located and may be subject to fluctuations due

to changes in foreign currency exchange rates particularly changes in the Chinese Yuan British Pound Taiwan Dollar and Indian Rupee Fluctuation

in foreign currency exchange rates may cause us to recognize transaction gains and losses in our statement of operations To date foreign currency

transaction gains and losses have not been material to our financial statements and we have not engaged in any foreign currency hedging transactions
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Ruckus Wireless Inc

Sunnyvale California

We have audited the accompanying consolidated balance sheets of Ruckus Wireless Inc and subsidiaries the Company as of December

31 2012 and 2011 and the related consolidated statements of operations statements of redeemable convertible preferred stock and stockholders

equity deficit and cash flows for each of the three years in the period ended December31 2012 These financial statements are the responsibility of

the Companys management Our responsibility is to express an opinion on the financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement The Company is not required to have nor were we engaged to perform an audit of its internal control over financial reporting Our

audits included consideration of internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements assessing the accounting principles used and significant estimates made by management as well as evaluating the overall

financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly in all material respects the financial position of Ruckus Wireless Inc

and subsidiaries as of December 31 2012 and 2011 and the results of their operations and their cash flows for each of the three years in the period

ended December 31 2012 in conformity with accounting principles generally accepted in the United States of America

Is Deloitte Touche LLP

San Jose California

March 2013
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RUCKUS WIRELESS INC

Consolidated Balance Sheets

in thousands except per share amounts

December 31

ASSETS

Current assets

Cash and cash equivalents

Inventories

Deferred costs

Deferred tax assets

Prepaid expenses and other current assets

Total current assets

Property and equipment net

Goodwill

Intangible assets net

Noncurrent deferred tax asset

Other assets

Accrued compensation

Accrued liabilities

Liabilities related to acquisitions

Current portion of loans payable

Deferred revenue

Total current liabilities

Noncurrent portion of loans payable

Noncurrent deferred revenue

Noncurrent deferred tax liabilities

Preferred stock warrant liability

Other noncurrent liabilities

Total liabilities

Total stockholders equity deficit

Total liabilities redeemable convertible preferred stock and stockholders equity deficit

See notes to consolidated financial statements

133386 11200

9214

20402

10925

1489

231

1409

45656

4555

9031

6311

956 137

243839 65690

16164 11319

5000

9447

5371

2000

3262

36613 15259

69595 48583

5207

3873 1922

268

1050

160 2146

73628 59176

74 18

193731 10537

23594 55298

170211 44743

243839 65690

Accounts receivable net of allowance for doubtful accounts of $140 and $117 as of December 31 2012 and

2011 respectively

2012 2011

41296

19041

5188

9055

2722

210688

8959

9031

4991

Total assets

LIABILITIES REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS
EQUITY DEFICIT

Current liabilities

Accounts payable

Short-term credit facility

4874

4269

4600

Commitments and contingencies Note

Redeemable convertible preferred stock $0.00 par value per share zero and 43609 shares authorized as of

December 31 2012 and 2011 respectively zero and 43285 shares issued and outstanding as of December

31 2012 and 2011 respectively

Stockholders equity deficit

Common stock $0001 par value 250000 and 95000 shares authorized as of December 31 2012 and 2011

respectively 74166 and 18273 shares issued and outstanding at December 31 2012 and 2011
respectively

Additional paidin capital

Accumulated Deficit

_____________
51257
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RUCKUS WIRELESS INC

Consolidated Statements of Operations

in thousands except per share amounts

Years Ended December 31

43821 24892 19256

56209 32659 19185

20237 8524 4231

120267 66075 42672

18602 6741 2927

472 1025 1011

3664 1215 290

14466 4501 4228

17238 315 176

31704 4186 4404

9036 379 4404

2012 2011 2010

201913 114684 73108

12740 5339 2381

214653 120023 75489

70478 44705 34039

5306 2502 1705

75784 47207 35744

138869 72816 39745

Revenues

Product

Service

Total revenues

Cost of revenues

Product

Service

Total cost of revenues

Gross profit

Operating expenses

Research and development

Sales and marketing

General and administrative

Total operating expenses

Operating income loss

Interest expense

Other expense net

Income loss before income taxes

Income tax benefit expense

Net income loss

Net income loss attributable to common stockholders

Net income loss per share attributable to common stockholders

Basic

Diluted

Weighted average shares used in computing net income loss per share attributable to

common stockholders

Basic

Diluted

0.36 0.02 0.30

0.24 0.02 0.30

24847 15584 14498

37775 23269 14498

See notes to consolidated financial statements
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RUCKUS WIRELESS INC

Consolidated Statements of Redeemable Convertible Preferred Stock and Stockholders Equity Deficit

in thousands

Net loss

Balances at December 31 2010

Stock-based compensation expense

Issuance of common stock upon
exercise of stock options

Vesting of early exercised common
stock options

Repurchase of unvested early

exercised common stock options

Common stock issued for IntelliNet

acquisition

Tax benefit from stock options

exercised

Issuance of warrants

Net income

Balances at December 31 2011

Stock-based compensation expense

Issuance of common stock upon
exercise of common stock options

Vesting of early exercised common
stock options

Repurchase of unvested early

exercised common stock options

Issuance of Series redeemable

convertible preferred stock net of

issuance costs

Cashless exercise of preferred stock

warrant

Cashless exercise of common stock

warrant

Issuance of common stock upon initial

public offering net of issuance

costs

Balances at December 31 2009

unaudited

Stock-based compensation expense

Issuance of common stock upon
exercise of stock options

Vesting of early exercised common
stock options

Repurchase of unvested early

exercised common stock options

Cashless exercise of preferred stock

warrant

15132 15 4634

2268

4404

59484

Redeemable Convertible Total

Preferred Stock
Common Stock Additional Accumulate Stockholder

paid in

Shares Amount Shares Amount capital deficit
Equity

43054 50919 14516 14 3364 55080 51702

1213 1213

648 198 199

122 122

32

231 338 263 263

4404

43285 51257 54835

2268

43285 51257

4.590 24883

106 1589

---- 1724 451 453

61 61

1423 3030 3031

--- 18 18

75 75

4186 4186

18273 18 10537 55298 44743

8451 8451

812 629 630

113 113

102

7000 93992 93999
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Conversion of preferred stock to

common stock upon initial public

offering

Conversion of preferred stock

warrants to common stock

warrants upon initial public

offering

Tax benefit from stock options

exercised

Net income

Balances at December 31 2012

47981 77729 47981 48 77681 77729

2303 2303

25 25

31704 31704

74166 74 193731 23594 170211

See notes to consolidated financial statements

51



taole iii L0litCnts

RUCKUS WIRELESS INC

Consolidated Statements of Cash Flows

in thousands

Years Ended December 31

Cash Flows from Operating Activities

Net income loss

Adjustments to reconcile net income loss to cash provided by used in operating activities

Depreciation and amortization

Provision for doubtful accounts

Stock-based compensation

Change in fair value of preferred stock warrants

Revaluation of contingent liability

Accretion of debt discount

Deferred income taxes

Excess income tax benefit from the exercise of stock options

Loss on disposal of property and equipment

Changes in operating assets and liabilities

Accounts receivable

Inventories

Deferred costs

Prepaid expenses and other current assets

Other assets

Accounts payable

Accrued compensation

Accrued liabilities

Deferred revenue

Net cash provided by used in operating activities

Cash Flows from Investing Activities

Cash used in acquisition

Purchase of property and equipment

Increase in facility lease deposits

Net cash used in investing activities

Cash Flows from Financing Activities

Proceeds from initial public offering

Offering costs for common stock

Proceeds from exercise of vested stock options

Proceeds from exercise of unvested stock options net of repurchases

Excess income tax benefit from the exercise of stock options

Proceeds from credit facilities

Payments on credit facilities

Payments on loans payable

Proceeds from issuance of redeemable convertible preferred stock

Issuance costs for redeemable convertible preferred stock

Settlement of contingent consideration

Net cash provided by used in financing activities

Net increase decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

31704 4186 4404

4850 2072 1139

179 57 46

8451 2268 1213

2842 868 29

400

93 84 29

18281 55

25 18
35 20

21073 9983 810

8116 1261 9514

3699 16 131

1313 513 173

228 244 903

4031 3523 4418

4573 2156 850

364 1806 13
23305 6901 490

28092 14951 6626

6000

3664 1555

591

10122 9664 1555

7500

2500

1569 776

2600

1042 16 4022 525

122186 9309 8706

11200 1891 10597

133386 11200 1891

2012 2011 2010

2000

7531

97650

2812
630 453

120

25 18

199

52

5000

8562

25000

117

See notes to consolidated financial statements
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RUCKUS WIRELESS INC

Consolidated Statements of Cash Flows

in thousands

Supplemental Disclosure of Cash Flow Information

Income taxes paid

Interest paid

Noncash Investing and Financing Activities

Conversion of preferred stock into common stock

Issuance of warrants

Cashless exercise of preferred stock warrant

Unpaid offering costs in additional paid-in capital

Vesting of early exercised stock options

Contingent consideration accrued for IntelliNet asset acquisition

Common stock issued for lntelliNet asset acquisition

Purchases of property and equipment recorded in accounts payable and accrued liabilities

See notes to consolidated financial statements

Years Ended December 31

2012 2011 2010

934 221 92

761 810 766

77729

75 25

1589 75

839

113 61 122

6600

3031

928 490 303
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NOTE 1ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Description of Business----Ruckus Wireless Inc Ruckus is leading provider of carrier-class Wi-Fi solutions Ruckuss solutions which

it calls Smart Wi-Fi are used by service providers and enterprises to solve network capacity and coverage challenges associated with the rapidly

increasing traffic and number of users on wireless networks Ruckuss Smart Wi-Fi solutions offer carrier-class enhanced reliability consistent

performance extended range and massive scalability Ruckuss products include gateways controllers and access points These products incorporate

the Companys proprietary technologies including Smart Radio Smart Q0S Smart Mesh SmartCell and Smart Scaling to enable high performance

in variety of challenging operating conditions faced by service providers and enterprises

Principles of Consolidation--- The consolidated financial statements include the accounts of Ruckus and its wholly owned subsidiaries

collectively the Company All intercompany balances and transactions have been eliminated in consolidation

Use of Estimates- -The preparation of financial statements in conformity with generally accepted accounting principles GAAP in the

United States of America requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial

statements and accompanying notes Significant estimates and assumptions made by management include the determination of revenue recognition

and deferred revenue goodwill and intangible valuation the fair value of stock awards and preferred stock warrant liability inventory valuation

estimates of warranty liability and accounting for income taxes Management bases its estimates on historical experience and also on assumptions that

it believes are reasonable Actual results could materially differ from those estimates

Concentrations of Credit Risk and Significant Customers- Financial instruments that subject the Company to significant concentrations

of credit risk primarily consist of cash and cash equivalents and accounts receivable The Company maintains its cash and cash equivalents with well-

capitalized financial institutions Deposits held with banks may exceed the amount of insurance provided on such deposits The Company sells its

products primarily to distributors and carriers located in the Americas Europe and Asia Pacific The Company generally does not require its

customers to provide collateral to support accounts receivable To reduce credit risk management performs ongoing credit evaluations of its

customers financial condition The Company has recorded an allowance for doubtful accounts for those receivables management has determined to

not be collectible

The percentages of revenues from individual customers totaling greater than 10% of total consolidated Company revenues were as follows

Year Ended
December 31

20t2 2011 2010

Distributor
16.3% 16.3% 10.9%

Distributor
12.5% 12.7%

Distributor
11.4%

End-customer
12.6%

Less than 10%

The percentage of receivables from individual customers totaling greater than 10% of total consolidated Company accounts receivable were

as follows

December 31

2012 2011

Distributor
10.3% 12.9%

Less than 10%

Deferred CostsWhen the Companys products have been delivered but the product revenue associated with the arrangement has been

deferred as result of not meeting the revenue recognition criteria see Revenue Recognition below the related product costs are also deferred The

deferred costs are recognized in cost of revenues when the related deferred revenue is recognized

Foreign Currency- -The functional currency of the Companys foreign subsidiaries is the U.S dollar Monetary assets and liabilities are re

measured using the current exchange rate at the balance sheet date Non-monetary assets and liabilities and capital accounts are re-measured using

historical exchange rates Revenues and expenses are re-measured using the average exchange rates in effect during the period Foreign currency re

measurement gains and losses have not been material for any periods presented
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Cash and Cash Equivalents-The Company considers all highly liquid financial instruments with original maturities of 90 days or less to

be cash equivalents Cash and cash equivalents are stated at cost which approximates fair value At December 2012 the Companys cash

equivalents included interest-bearing accounts and money market funds At December 31 2011 the Companys cash equivalents included interest-

bearing bank accounts

Provision for Doubtful AccountsThe Company records provision for doubtful accounts based on historical experience and detailed

assessment of the collectability of its accounts receivable In estimating the allowance for doubtful accounts management considers among other

factors the aging of the accounts receivable historical write-offs and the credit-worthiness of each customer If circumstances change such as higher-

than-expected defaults or an unexpected material adverse change in major customers ability to meet its financial obligations the Companys

estimate of the recoverability of the amounts due could be reduced by material amount

Activity in the provision for doubtful accounts was as follows

Years Ended December 31

2012 2011 2010

in thousands

Balance at beginning of year

117 66 265

Charged to expenses

179 57 46

Write-offs

156 245

Balance at end of year
140 117 66

InventoriesInventories are carried at the lower of standard cost which approximates actual cost on first-in first-out basis or market

value estimated net realizable value The Company evaluates inventory for excess and obsolete products based on managements assessment of

future demand and market conditions The Company subcontracts manufacturing on substantially all of its products At December 2012 and 2011

inventories were predominately comprised of finished goods

Property and Equipment NetProperty and equipment are stated at cost less accumulated depreciation and amortization Depreciation is

calculated using the straight-line method over the estimated useful lives of the respective assets which are generally three to seven years for computer

hardware and software office furniture and fixtures and machinery equipment and tooling Leasehold improvements are amortized using the straight-

line method over the shorter of the estimated useful lives of the leasehold improvements or the term of the related lease

Impairment of Long-Lived AssetsManagement reviews property equipment and intangible assets for impairment whenever events or

changes in circumstances indicate the carrying amount of an asset may not be recoverable Recoverability of these assets is measured by comparison

of the carrying amounts to the future undiscounted cash flows the assets are expected to generate If property and equipment or intangible assets are

considered to be impaired the impairment to be recognized equals the amount by which the carrying value of the asset exceeds its fair market value

No impairment of property equipment or intangible assets has been identified as of December 31 2012

Revenue RecognitionThe Company generates revenue from the sales of hardware with embedded software and related post contract

support PCS through direct sales force and indirect relationships with its channel partners

Revenue is recognized when all of the following criteria are met

Persuasive evidence of an arrangement exists The Company relies upon sales contracts and purchase orders to determine the existence

of an arrangement

Delivery has occurred Delivery is deemed to have occurred when title has transferred The Company uses shipping documents to verify

transfer of title

The fre is fixed or determinable The Company assesses whether the fee is fixed or determinable based on the terms associated with the

transaction

Collectabiity is reasonably assured The Company assesses collectability based on credit analysis and payment history

The Company recognizes product revenue at the time of title transfer provided that all other revenue recognition criteria have been met

Certain distributors that stock the Companys products are granted stock rotation rights as well as rebates for sales of the Companys

products Therefore the arrangement fee for this group of distributors is not fixed and determinable when products are shipped and revenue is deferred

until the Companys products are shipped to the distributors customer
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Certain of the Companys arrangements are multiple-element arrangements which Consist of hardware products with embedded software and

PCS The Companys hardware with the embedded software which is proprietary operating system that together with the hardware delivers the

functionality desired by the Companys customers is considered separate unit of accounting from PCS as the Companys Customers often buy its

hardware products without PCS For multiple-element arrangements the Company allocates revenue to each unit of accounting based on an estimated

selling price at the inception of the arrangement The total arrangement consideration is allocated to each separate unit of accounting using the relative

estimated selling prices of each unit The Company limits the amount of revenue recognized for delivered elements to an amount that is not contingent

upon future delivery of additional products or service

To determine the estimated selling price in multiple-element arrangements the Company first looks to establish vendor specific objective

evidence VSOE of selling price using the prices charged for deliverable when sold separately If VSOE of selling price cannot be established for

deliverable the Company looks to establish third-party evidence TPE of selling price by evaluating the pricing of similar and interchangeable

competitor products or services in standalone arrangements However as the Companys products contain significant element of proprietary

technology and offer substantially different features and functionality from its competitors the Company is unable to obtain comparable pricing

information with respect to its competitors products Therefore the Company has not been able to obtain reliable evidence of TPE of selling price If

neither VSOE nor TPE of selling price can be established for deliverable the Company establishes best estimated selling price BESP by

reviewing historical transaction information and considering several other internal factors including discounting and margin objectives The Company

has established VSOE of selling price of PCS through an analysis of the historical separate sales of PCS noting that such sales have occurred at

consistent prices and with high level of concentration with respect to such pricing Furthermore the Company has established BESP of selling price

of its hardware with embedded software based on an analysis of its historical separate sales of hardware products with embedded software The

concentration of such pricing was not sufficient to assert VSOE of selling price and accordingly the Company has determined that it can only

demonstrate BESP of selling price

The Company makes certain estimates and maintains allowances for sales returns stock rotation and other programs based on its historical

experience To date these estimates have not been significant The Company recognizes services revenue from PCS ratably over the contractual

service period which is typically one to five years Other services revenue is recognized as the services are rendered and has not been significant to

date

Revenues are reported net of sales taxes Shipping charges billed to partners are included in revenues and related costs are included in cost of

revenue

Research and Development Costs-Research and development costs are expensed as incurred Based on the Company product

development process technological feasibility is established upon completion of the working model To date costs incurred by the Company between

the completion of working model and the point at which the product is ready for general release have been insignificant Accordingly the Company

has charged all such costs to research and development expense in the period incurred

Stock-Based Compensation---The Company measures compensation expense for all stock-based payment awards including stock options

granted to employees and purchases under the Companys Employee Stock Purchase Plan ESPP based on the estimated fair values on the date of

the grant The fair value of each stock option granted is estimated using the Black-Scholes option pricing model The fair value of purchases under the

Companys ESPP is calculated based on the closing price of the Companys stock on the date of grant and the value of put and call options estimated

using the Black-Scholes pricing model Stock-based compensation is recognized on straight-line basis over the requisite service period net of

estimated forfeitures The forfeiture rate is based on an analysis of the Companys actual historical forfeitures

The Company accounts for stock options issued to nonemployees based on the fair value of the awards determined using the Black-Scholes

option pricing model The fair value of stock options granted to nonemployees is re-measured as the stock options vest and the resulting change in

fair value if any is recognized in the Companys consolidated statement of operations during the period the related services are rendered

GoodwillThe Company evaluates goodwill for impairment annually in the fourth quarter of the Companys fiscal year or whenever events

or changes in circumstances indicate the carrying value of goodwill may not be recoverable Triggering events that may indicate impairment include

but are not limited to significant adverse change in customer demand or business climate that could affect the value of goodwill or significant

decrease in expected cash flows No impairment of goodwill has been identified through December 31 2012

Intangible Assets NetAcquired intangible assets consist of purchased technology resulting from the Companys acquisition Acquired

intangible assets are recorded at fair value net of accumulated amortization Intangible assets are amortized on straight-line basis over their

estimated useful lives

Preferred Stock Warrant Liability..-Upon completion of the Companys initial public offering IPO in November 2012 there were no

freestanding warrants to purchase shares of convertible preferred stock As such no preferred stock warrant liability
remained outstanding after the

IPO Before the Companys IPO freestanding warrants related to shares that are redeemable or contingently redeemable were classified as liability

in the Companys consolidated balance sheet The convertible preferred stock warrants were subject to re-measurement at each balance sheet date and

any change in fair value was recognized as component of other expense net The Company adjusted the convertible preferred stock warrant liability

to the estimated fair value of the warrants until the completion of an IPO at which time the convertible preferred stock issuable upon exercise of the

warrants became warrants to purchase common stock and the related
liability was reclassified to additional paid-in capital in stockholders equity

deficit
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Income TaxesThe Company utilizes the asset and liability method of accounting for income taxes Under this method deferred tax assets

and liabilities are determined based on the differences between financial reporting and tax reporting bases of assets and liabilities and are measured

using enacted tax rates and laws that are expected to be in effect when the differences are expected to reverse Valuation allowances are provided when

necessary to reduce deferred tax assets to the amount expected to be realized Significant management judgment is required in determining the period

in which the reversal of valuation allowance should occur The Company is required to consider all available evidence both positive and negative

such as historical levels of income and future forecasts of taxable income amongst other items in determining whether full or partial release of its

valuation allowance is required The Company is also required to forecast future taxable income in accordance with accounting standards that address

income taxes to assess the appropriateness of valuation allowance which further requires the exercise of significant management judgment

During the year ended December 31 2012 the Company concluded that it was more likely than not that the Company would be able to

realize the benefit of the U.S federal and state deferred tax assets principally consisting of net operating losses in the future As result the

Company reduced the valuation allowance on the Companys net deferred tax assets by $23.6 million The income tax benefit of $17.2 million for the

year ended December 31 2012 primarily relates to the release of the Companys valuation allowance of $23.6 million offset by the federal statutory

tax expense associated with the use of net operating losses and minor amounts of state and foreign taxes

The Company records uncertain tax positions in accordance with accounting standards on the basis of two-step process whereby

determination is made as to whether it is more likely than not that the tax positions will be sustained based on the technical ments of the position and

for those tax positions that meet the more-likely-than-not recognition threshold the Company recognizes the largest amount of tax benefit that is

greater than 50% likely to be realized upon ultimate settlement with the related tax authority

Comprehensive Income Loss-In June 2011 the FASB issued an accounting standards update that requires an entity to present the total of

comprehensive income the components of net income and the components of other comprehensive income either in single continuous statement of

comprehensive income or in two separate but consecutive statements This guidance eliminates the option to present the components of other

comprehensive income as part of the statement of equity The Company retrospectively adopted these new standards in the first quarter of 2012 The

adoption had no impact on the Companys financial statements as the Company does not have items of accumulated other comprehensive income

WarrantiesThe Company offers limited lifetime hardware warranty on its indoor wireless local area network LAN products and

limited warranty for all other products for period of up to one year for hardware and 90 days for software The Company estimates the costs that

may be incurred under its limited or limited lifetime or limited warranty and records liability for products sold as charge to cost of revenues

Estimates of future warranty costs are largely based on historical experience of product failure rates and material usage
incurred in correcting product

failures The Company periodically assesses the adequacy of its recorded warranty liability and adjusts the amounts as necessary

The warranty liability is included as component of accrued liabilities in the accompanying consolidated balance sheets Changes in the

warranty liability are as follows

Years Ended December 31

2012 2011 2010

in thousands

Balance at beginning of year 489 605 216

Changes in existing warranty 47 74 135

Warranty expense 784 657 710

Obligations fulfilled 595 699 186

Balance at end of year 725 489 605

NOTE 2FAIR VALUE DISCLOSURE

Assets and liabilities recorded at fair value in the consolidated financial statements are categorized based upon the level of judgment

associated with the inputs used to measure their fair value The Company categorizes its financial instruments into fair value hierarchy that

prioritizes
the inputs to valuation techniques used to measure fair value The hierarchy gives the highest priority to unadjusted quoted pnces in active

markets for identical assets or liabilities Level measurements and the lowest priority to unobservable inputs Level measurements

financial instruments level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value

measurement Hierarchical levels that are directly related to the amount of subjectivity associated with the inputs to the valuation of these assets or

liabilities are as follows

Level Quoted prices unadjusted in active markets that are accessible at the measurement date for identical assets or liabilities

Level Observable prices that are based on inputs not quoted on active markets but corroborated by market data

Level Unobservable inputs are used when little or no market data is available
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The Companys liabilities that were measured at fair value by level within the fair value hierarchy are as follows

December 31 2012

Fair Value Level Level Level

Assets in thousands

Money market funds
109020 109020

December 31 2011

Fair Value Level Level Level

Liabilities in thousands

Redeemable convertible preferred stock warrant liability 1050 1050

Contingent consideration for purchase of certain assets of lntelliNet 2600 2600

Total liabilities measured and recorded at fair value 3650 3650

The fair value of contingent consideration arising from the purchase of certain assets of IntelliNet Technologies Inc IntelliNet see Note

was classified within Level of the fair value hierarchy since it was based on probability that includes significant unobservable inputs The

significant unobservable inputs included projected orders probability of occurrence and discount rate to present value the expected payments The fair

value of the contingent consideration was calculated on quarterly basis by the Company based on collaborative effort of the Companys operations

finance and accounting groups based on additional information as it becomes available Any change in the fair value was recorded in the earnings of

that period

The following table presents the fair value activity for the contingent consideration for purchase of certain assets of IntelliNet

Fair Value

in thousands

As of December 31 2011
2600

Change in fair value
400

Settlement with IntelliNet 3000

AsofDecember3l20l2

reconciliation of the redeemable convertb1e preferred stock warrants measured and recorded at fair value on recurring basis using

significant unobservable inputs Level is as follows

Years Ended December 31

2012 2011

in thousands

Balance at beginning of year 1050 182

Changes in fair value of warrants
2842 868

Reclassification to equity upon exercise 1589

Conversion of redeemable convertible preferred stock warrants to common stock warrants 2303

Balance at end of year 1050

Additional quantitative information related to the redeemable convertible preferred stock warrants is included in Note 10
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NOTE 3ACQUISITION

On October 12 2011 the Closing Date pursuant to purchase agreement the Agreement dated September 30 2011 the Company

completed the acquisition the Acquisition of certain assets of IntelliNet The Company acquired IntelliNets previously developed software suite

the Purchased Technology certain fixed assets and an organized workforce having the necessary skills and experience to provide the necessary

processes in order to integrate IntelliNets operations into the Companys operations and further continue development of the Purchased Technology

Prior to the Acquisition IntelliNet had previously generated revenue from the sale of its software Accordingly the Acquisition was accounted under

the acquisition method of accounting for business as defined in ASC 805 Business Combinations IntelliNet was provider of network convergence

solutions that accelerated the deployment of applications and services to the telecommunications industry and is expected to enable the Company to

expand its SmartCell gateway product offering

Pursuant to the terms of the Agreement the total purchase price was approximately $15.6 million and consisted of the following

Amount

in thousands

Cash consideration paid at closing
6000

Common stock issued at closing 1.4 million shares
031

Holdback based on standard representations and warranties
000

Contingent consideration $3.0 million net of $0.4 million discount
2600

Total consideration
15 631

The hold back amount of $4.0 million is payable in cash in four equal installments of $1.0 million every six months for two years As of

December 31 2012 the Company had made $2.0 million in payments with respect to the hold back amount

Contingent consideration of $3.0 million was paid in the fourth quarter of 2012 The estimated fair value at the date of acquisition was $2.6

million change in the fair value of the contingent consideration subsequent to the Closing Date of $0.4 million was recorded in the Companys

statement of operations in other expense net for the year ended December 31 2012

The Company determined the fair value of the various assets acquired which consisted principally of the Purchased Technology the fixed

assets acquired were not material to the Company The Company did not assume any liabilities as result of the Acquisition The excess of the

purchase price over the fair value of the Purchased Technology was allocated to goodwill

The following table summarizes the estimated purchase price allocation

Estimated

Useful

Amount
Lives

in thousands except

estimated useful

lives

Purchased technology 6600 years

Goodwill
9031 N/Al

Total
15631

Goodwill is not amortized but tested for impairment annually or more frequently if impairment indicators arise In part goodwill

reflects the competitive advantages the Company expects to realize from the assembled workforce The goodwill is deductible for tax

purposes

The Company incurred approximately $0.5 million of expenses related to the operations of IntelliNet from the Closing Date to December 31

2011 in the accompanying consolidated statement of operations

The Company expensed $0.3 million of acquisition-related costs i.e legal accounting valuation and other costs as general and

administrative expenses in the accompanying consolidated statements of operations for the year ended December 31 2011

The following pro forma condensed financial information presents the results of operations of the Company and IntelliNet as if the

Acquisition had occurred on January 2010 The pro forma financial information is provided for comparative purposes only and is not necessarily

indicative of what the actual results would have been had the Acquisition occurred at the beginning of 2010
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Pro Forma for the Years

Ended December 31

2011 2010

in thousands

unaudited

Revenues
121145 78659

Income loss before taxes

3336 6191

Net income loss
3021 6406

NOTE 4GOODWILL AND INTANGIBLE ASSETS

As result of the acquisition of certain assets from IntelliNet on October 12 2011 the Company recorded the fair value of purchased

technology of $6.6 million and goodwill in the amount of $9.0 million for thc excess of purchase consideration over the fair value of assets acquired

There was no change to goodwill subsequent to the acquisition

The intangible assets were as follows

Weighted
Gross Net

Average
Carrying Accumulated Carrying

Remaining
Amount Amortization Amount

Life

in thousands

December 31 2012

Purchased technology
6600 1609 4991 3.8 years

December31 2011

Purchased technology
6600 289 6311 4.8 years

Amortization expense for the year ended December31 2012 and 2011 was $1.3 million and $0.3 million respectively and is included as

component of cost of revenue in the accompanying consolidated statements of operations

Estimated future amortization of purchased intangible assets at December 31 2012 was as follows

Year ending December 31 Amount

in thousands

2013
1320

2014
1320

2015
1320

2016
1031

Total amortization
4991
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NOTE 5BALANCE SHEET INFORMATION

The following tables provide details of selected consolidated balance sheet items

Property and equipment consisted of the following

December

2012 2011

in thousands

Computer hardware 3413 2406

Computer software 2075 1197

Machinery equipment and tooling 6818 4114

Furniture and fixtures 1427 362

Leasehold improvements 2270 1005

16003 9084

Less accumulated depreciation and amortization 7044 4529

Property and equipment net 8959 4555

For the years ended December31 2012 2011 and 2010 expense related to depreciation and amortization of property and equipment was

$3.5 million $1.8 million and $1.1 million respectively

Deferred revenue consisted of the following

December 31

2012 2011

in thousands

Product
27831 9579

Service
12655 7602

Total deferred revenue 40486 17181

Reported as

Current
36613 15259

Noncurrent 3873 1922

Total deferred revenue 40486 17181

Deferred product revenue relates to arrangements where not all revenue recognition criteria have been met Deferred services revenue

represents support contracts billed on an annual basis in advance and revenue is recognized ratably over the support period typically one to five years

As of December31 2012 the Company deferred $5.2 million in revenue related to service provider for future products that presently

expire in 2013 Approximately $2.6 million of the deferred product revenue will be recognized with no related cost of product in the first quarter of

2013

NOTE 6SHORT TERM CREDIT FACILITIES

In September 2011 the Company entered into loan with financial institution for borrowings of up to $5.0 million to be utilized for the

IntelliNet acquisition Amounts borrowed under the loan bear interest at an annual rate of 8% with interest only payments due monthly and the

principal balance due upon the earlier of January 31 2012 or receipt of $10.0 million in proceeds from an equity offering The Company

borrowed $5.0 million under the facility in October 2011 in connection with the closure of the IntelliNet acquisition all of which remained

outstanding as of December 31 2011 The loan was secured by security interest in the Companys intellectual property The Company repaid the

loan in full in January 2012 The Company currently has no short-term credit facilities in place
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NOTE 7LOANS PAYABLE

In October 2007 and September 2008 the Company entered into loan and security agreement Loan Agreement with financial

institution which as amended provided for borrowings of up to approximately $12.0 million In July 2010 the Company amended the Loan

Agreement to provide up to an additional $10.0 million in receivable financing through July 2012 The Company had no borrowing outstanding under

the receivable financing line as of December 31 2011 and the receivable financing portion of the agreement expired in July 2012 The borrowings

under the Loan Agreement were secured by all assel of the Company excluding intellectual property The Company repaid all outstanding amounts

under the Loan Agreement in 2012

Loans payable are shown below

December 31

2012 2011

in thousands

$2.0 million loan payable as amended issued October 2007 with variable monthly interest only payments at

the greater of 9.5% or prime plus 1.25% through September 30 20119.5% at December 31 2011 and

equal monthly installments of interest and principal from October 20 II to September 30 2014

264

$10.0 million loan payable as amended issued in September 2008 and December 2008 in equal $5.0 million

installments with variable monthly interest only payments at 7.0% through September 30 20117.0% at

December 31 2011 and equal monthly installments of interest and principal monthly installments from

October 2011 to September 30 2014
8298

Total principal balance
8562

Debt discount

93

Total loans payable
469

NOTE 8COMMITMENTS AND CONTINGEN1CIES

Operating LeasesThe Companys primary facilities are located in Sunnyvale California Shenzhen China and Taipei Taiwan and are

leased under noncancelable operating lease arrangements Rent expense was $2.9 million $1.1 million and $0.7 million for the years ended

December 31 2012 2011 and 2010 respectively

Future minimum lease payments under non-cancellable operating leases are as follows

Years ending December 31 Amount

in thousands

2013
4111

2014 3804

2015
2923

2016 2218

2017 2285

Thereafter
12266

27607

LitigationFrom time to time the Company may become involved in legal proceedings claims and litigation arising in the ordinary course

of business Management is not currently aware of any matters that it expects will have material adverse effect on the consolidated financial

position results of operations or cash flows of the Company

Purchase CommitmentsAs of December 31 2012 the Company had current purchase commitments with contract manufacturers for

inventory totaling approximately $4.3 million

Indemnification AgreementsThe Company indemnifies its directors for certain events or occurrences subject to certain limits while the

director is or was serving at the Companys request in such capacity The term of the indemnification period is for the directors term of service The

Company may terminate the indemnification agreements with its directors upon the termination of their services as directors of the Company but

termination will not affect claims for indemnification related to events occurring prior to the effective date of termination The maximum amount of

potential future indemnification is unlimited however the Company has director insurance liability policy that limits its exposure The Company

believes the fair value of these indemnification agreements is minimal The Company has also entered into customary indemnification agreements

with each of its officers
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The Company indemnifies its channel partners against certain claims alleging that the Companys products excluding custom products andl

or custom support infringe patent copynght trade secret or trademark provided that channel partner promptly notifies the Company in writing

of the claim and such channel partner cooperates with the Company and grants the Company the authority to control the defense and any related

settlement

The Company has not recorded any liabilities for these agreements as of December 31 2012 and 2011

NOTE 9REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS EQUITY DEFICIT

Initial Public Offering

In November 2012 the Company closed its IPO in which 8400000 shares of common stock were sold to the public inclusive of 7000000

shares of common stock sold by the Company The public offering price of the shares sold in the IPO was $15.00 per share The total gross proceeds

from the offering were $126.0 million After deducting underwriting discounts and commissions offering expenses payable by the Company and net

proceeds received by the selling stockholders the aggregate net proceeds received by the Company totaled approximately $94.0 million net of unpaid

costs of $0.8 million at December 31 2012

The Companys Registration Statement on Form S-I was declared effective by the SEC on November 15 2012 The close of the public

offering occurred on November 20 2012 when the shares were delivered to the public In accordance with the redeemable convertible preferred stock

and warrant agreements the instruments converted to common shares and common stock warrants following the closing of firmly underwritten

public offering which occurred on November 20 2012

Redeemable Convertible Preferred Stock

Prior to the closing of the Companys IPO on November 20 2012 the Company had the following redeemable convertible preferred stock

outstanding all of which were converted to common stock in connection with the initial public offering in thousands

November 20 2012 December 31 2011

Shares Shares

Shares Issued and Carrying Shares Issued and Carrying

Redeemable convertible preferred stock Authorized Outstanding Value Authorized Outstanding Value

SeriesA-l 5515 5515 1221 5515 5515 1221

Series 7194 7194 3496 7194 7194 3496

Series 7996 7835 8960 7996 7835 8960

SeriesD 12560 12560 18188 12560 12560 18188

Series 4258 4205 8729 4258 4121 7465

Series 6086 6082 12252 6086 6060 11927

Series 4600 4590 24883
_____________ _____________ _____________

48209 47981 77729 43609 43285 51257

The rights preferences and privileges of the redeemable convertible preferred stock were as follows

Dividends -The holders of Series A-I Series Series Series Series Series and Series collectively Preferred Stock

redeemable convertible preferred stock were each entitled to noncumulative dividends at the rate of 6% of the original issue price per annum if and

when declared by the Board of Directors Dividends to all Preferred Stock stockholders were to be paid in advance of any distributions to common

stockholders In the event dividends were paid on any share of common stock an additional dividend would have been paid with respect to all

outstanding shares of Preferred Stock equal on an as-if-converted to common stock basis to the amount paid for each share of common stock No

dividends were ever declared related to any series of the Companys redeemable convertible preferred stock

VotingThe holders of share of redeemable convertible preferred stock were entitled to voting rights equivalent to the number of shares of

common stock into which the respective preferred shares were convertible

Liquidation-In the event of voluntary or involuntary liquidation before any payment is made to the Companys common stockholders the

holders of Series A-i Series Series Series Series Series and Series redeemable convertible preferred stock were entitled to be paid

liquidation preference of $0.23 $0.49 $1.15 $1.46 $1.82 $1.98 and $5.45 per share respectively plus all declared and unpaid dividends In

addition in the event of voluntary or involuntary liquidation the holders of Series A-I Series Series and Series redeemable convertible

preferred stock would have received an additional liquidation preference equal to 6% of the original issue price per annum accrued from the date on

which the first share of Series redeemable convertible preferred stock was issued The holders of Series redeemable convertible preferred stock

would have received an additional liquidation preference equal to 6% of the original issuance price per annum accrued from October 2007 The

holders of Series redeemable convertible preferred stock would have received an additional liquidation preference equal to 6% of the original

issuance price per annum accrued from September 2009 The holders of Series redeemable convertible preferred stock would have received an

additional liquidation preference equal to 6% of the original issuance price per annum accrued from February 2012 If the assets of the Company

were insufficient to make payment in full to all preferred stockholders then the assets or consideration would have been distributed among the

preferred stockholders on pro-rata basis in proportion to the full amounts to which they would otherwise be respectively entitled
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ConversionEach share of Preferred Stock was convertible at the stockholders option at any time into the number of shares of common

stock that was equal to the original issuance price divided by the appropriate conversion price The conversion price per share for any Preferred Stock

would have been adjusted for certain recapitalizations stock splits and combinations Conversion of all outstanding Preferred Stock was automatic

upon the affirmative election of the holders of at least 60% of the outstanding shares of redeemable convertible preferred stock or the closing

of firmly underwritten public offering pursuant to an effective registration statement under the Securities Act of 1933 as amended covering the

offer and sale of common stock for the Company in which the gross cash proceeds to the Company before underwriting discounts commissions and

fees are at least $40.0 million

Contingent RedemptionThe holders of Preferred Stock had no voluntary rights to redeem shares liquidation or winding up of the

Company greater than 50% change in control or sale of substantially all of its assets would constitute redemption event Although the Preferred

Stock was not mandatorily or redeemable at any point during which the shares were outstanding liquidation or winding up of the Company would

have constituted redemption event outside the Companys control Therefore all shares of Preferred Stock were presented outside of permanent

equity

Preferred StockThe Company is authorized to issue 10 million share of $0.00 par value stock No shares of preferred stock are

outstanding as of December 31 2012

Common StockThe Company is authorized to issue 250 million shares of $0.00 par value stock The holder of each share of common

stock has the right to one vote

Common Stock Reserved for Future IssuanceAt December 31 2012 and 2011 the Company has reserved the following shares of

common stock for future issuances in connection with

December 31 December 31
2012 2011

in thousands

Conversion of redeemable convertible preferred stock
43 285

Warrants to purchase redeemable convertible preferred stock
323

Warrants to purchase common stock
296 199

Shares reserved for employee stock purchase plan
500

Stock options outstanding 24400 17228

Stock options reserved for future grants
6961 164

Total reserved for future issuance 33157 61199

Stock Option PlansThe Company has two equity incentive plans the Plans the 2002 Stock Incentive Plan the 2002 Plan and the

2012 Equity Incentive Plan the 2012 Plan Effective January 31 2012 the Companys board of directors terminated the 2002 Plan The 2012 Plan

is the successor to and continuation of the 2002 Plan The 2012 Plan was subsequently amended and restated in July 2012 and further amended in

September 2012 and approved by the Companys stockholders in October 2012

The Companys 2012 Plan provides for the granting of stock options restricted stock awards restricted stock units stock appreciation rights

and performance shares to employees directors and consultants Awards granted under the 2012 Plan vest over the periods determined by the board

of directors generally four years beginning from the vesting commencement date and expire no more than 10 years from the date of grant

The maximum number of shares of common stock that may be issued under the Companys 2012 Plan is 32000000 which includes shares

reserved for issuance under the 2002 Stock Plan at the time the 2012 Plan became effective and any shares granted under the 2002 Stock Plan that

would have otherwise returned to the 2002 Plan On the first day of each fiscal year starting with January 2013 the number of shares in the reserve

will increase by the lesser of by 5% of the total number of shares of the Companys capital stock outstanding on December31 of the preceding

calendar year or lesser number of shares determined by the board of directors As of December 31 2012 and 2011 approximately 31.4 million and

17.4 million shares were authorized for issuance under the Plans

Subject to obtaining any necessary approvals the Company is in the process of implementing the 2012 Plan in certain foreign jurisdictions

including China India and the United Kingdom

Employee Stock Purchase PlanThe Companys 2012 Employee Stock Purchase Plan ESPP was adopted by the board of directors and

approved by the stockholders on October 2012 and was effective upon completion of the Companys initial public offering

Under the Companys Employee Stock Purchase Plan the Company can grant stock purchase rights to all eligible employees during one

year offering period with purchase dates at the end of each six-month purchase periods Each offering period will begin on the first trading date on or

after May 16 and November 16 of each year Shares are purchased through employees payroll deductions up to maximum of 15% of employees

compensation for each purchase period at purchase prices equal to 85% of the lesser of the fair market value of the Companys common stock at the

first trading day of the applicable offering period or the purchase date No participant may purchase more than $25000 worth of common stock or

2000 shares of common stock in any one year offering period The ESPP is compensatory and results in compensation expense

64



Table of Contents

total of 1500000 shares of common stock have been reserved for future issuance under the ESPP The number of shares of common stock

reserved for issuance under the ESPP will increase automatically each year beginning on January 2013 and continuing through and including

January 2022 by the lesser of 2% of the total number of shares of the common stock outstanding on December 31 of the preceding calendar

year ii 3000000 shares of common stock or iii such lesser number as determined by the board of directors Shares subject to purchase rights

granted under the Companys ESPP that terminate without having been exercised in full will not reduce the number of shares available for issuance

under the ESPP

Subject to obtaining any necessary approvals the Company is in the process of implementing the ESPP in certain foreign jurisdictions

including China India and the United Kingdom

Stock-Based CompensationThe Company uses the Black-Scholes option pricing model to determine the grant date fair value of stock

options and ESPP purchases and recognizes stock-based compensation expense on straight-line basis over the requisite service period The

determination of the fair value on the date of grant is affected by the estimated underlying common stock price as well as assumptions regarding

number of complex and subjective variables These variables include expected stock price volatility over the term of the awards actual and projected

employee stock option exercise behaviors risk-free interest rates and expected dividends

The grant date fair value of the Companys stock options granted to employees for the years ended December 31 2012 2011 and 2010 was

estimated using the following weighted average assumptions

Years Ended December 31

Employee Stock Options 2012 2011 2010

Volatility 69.1% 69.5% 69.9%

Expected term years 6.03 6.12 6.16

Risk-free interest rate 0.98% 1.75% 2.28%

Dividend yield

The grant date fair value of the ESPP purchases for the years ended December 31 2012 was estimated using the following weighted average

assumptions

Years Ended
December 31

ESPP 2012

Volatility 70%

Expected term years 0.7

Risk-free interest rate 0.2%

Dividend yield

Dividend YieldThe Company has never declared or paid any cash dividends and does not plan to pay cash dividends in the foreseeable

future and therefore used an expected dividend yield of zero in the valuation model

Expected Term The Companys expected term represents the period that the Companys stock-based awards are expected to be outstanding

and was calculated as the average of the option vesting and contractual terms based on the simplified method provided by the Securities and

Exchange Commissions Staff Accounting Bulletin No 110 The expected term for the ESPP is based on the term of the purchase period

Risk-Free Interest Rate-The risk-free interest rate is based on the U.S Treasury zero coupon issues with remaining terms similar to the

expected term of the stock option grants

Volatility-The Company determined the share price volatility factor based on historical volatility of its peer group due to the limited trading

history of its common stock

The following table summarizes the stock-based compensation expense recorded for stock options issued to employees and non-employees
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Years Ended December 31

2012 2011 2010

in thousands

Cost of revenue 243 148 82

Research and development 2409 1055 468

Sales and marketing 1787 471 242

General and administrative 4012 594 421

Total stock-based compensation 8451 2268 1213

Tax benefit from stock-based compensation 2417
________________ ________________

Total stock-based compensation net of tax effect
6034 2268 1213

At December 31 2012 the total unrecognized stock-based compensation expense related to employee and director options and ESPP was

$29.8 million net of estimated forfeitures The remaining unamortized expense as of December 31 2012 will be amortized over weighted-average

period of 2.8 years

The Company granted stock options for 37000 nd 221000 shares to non-employees during the years ended December 31 2012 and 2011

respectively The fair value of these options granted to non-employees was initially determined on the date of grant using the Black-Scholes option

pricing model and is re-measured as the options vest
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summary of the Companys stock option activity is as follows

Common Stock Options Outstanding

Weighted

Average

Shares Weighted Remaining Aggregate
Available for Number of Average Contractual Intrinsic

Grant Shares Exercise Price ife Value

Veii
in thousands except price and years

Balance December 31 2011
164 17228 1.06 7.91 54811

Additional shares reserved for issuance
14779

Granted
8306 8306 6.25

Options exercised
812 0.78

Options forfeited
322 322 2.60

Repurchased

Balance December 31 2012
6961 24400 2.82 7.72 480878

Options exercisable as of December 31 2012

11649 1.21 6.60 248293

Options vested and expected to vest as of December 31
2012

23016 2.70 7.65 456487

The weighted average grant date fair value per share of stock options was approximately $3.91 $1.24 and $0.75 for the years ended

December 31 2012 2011 and 2010 respectively

The total intrinsic value of options exercised was approximately $4.8 million $3.5 million and $0.6 million for the years ended

December31 2012 2011 and 2010 respectively The aggregate intrinsic value represents the difference between the Companys estimated fair value

of its common stock prior to the IPO or the closing stock price of the Companys common stock following the IPO compared to the exercise price

of the outstanding in-the-money options

The following table summarizes information about stock options outstanding and stock options vested and exercisable at December 31

2012

Weighted-

Average Weighted

Remaining Average
Number Contractual Vested and Exercise

Exercise Price Per Share
Outstanding Life Years Exercisable Price

in thousands except price and years

$0.12 -0.20
2315 5.28 2023 $0.18

0.43
3796 5.24 3714 0.43

0.44- 1.09
3048 7.04 2078 0.84

1.24- 1.98
2628 7.80 1191 1.41

2.01
3858 8.37 1506 2.01

2.13 -4.63
1656 8.97 312 3.18

5.71 5964 9.42 818 5.71

7.34-15.00
1135 9.68 12.42

24400 7.72 11649 $1.21
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NOTE 10PREFERRED AND COMMON STOCK WARRANTS

Preferred Stock Warrants-Prior to the lPO the Company had outstanding warrants to purchase 322868 shares of its redeemable

convertible preferred stock The fair value of these warrants was recorded in preferred stock warrant liability in the Companys consolidated balance

sheets and was subject to re-measurement at each balance sheet date with the change in fair value recognized as component of other expense net

Immediately prior to the IPO 95900 shares of Series and 25000 shares of Series redeemable convertible preferred stock warrants were

exercised into 84264 shares of Series and 21700 shares of Series redeemable convertible preferred stock in accordance with the net cashless

exercise feature as provided under the original warrant agreements In connection with the net exercise the Company re-measured the preferred stock

warrant liability as of the date of exercise and recorded an incremental charge of $0.8 million to other expense net The Company reclassified

approximately $1.6 million from preferred stock warrant liability to preferred stock for the estimated fair value of the warrants on the date of exercise

Concurrent with the closing of the IPO on November 20 2012 all shares of outstanding convertible preferred stock warrants converted to

common stock warrants of which 201968 shares were unexercised In connection with the conversion of the preferred stock warrants the Company

re-measured the preferred stock warrant liability as of the date of conversion and recorded an incremental charge of $1 million to other expense net

The Company also reclassified approximately $2.3 million from preferred stock warrant liability to additional paid-in capital for the estimated fair

value of the warrant on the date of conversion

The change in the fair value of the convertible preferred stock warrants resulted in charge of approximately $2.8 million $0.9 million and

$0.0 million during the years ended December 31 2012 2011 and 2010 which was included in other expense net in the consolidated statements of

operations There were no preferred stock warrants outstanding as of December 31 2012 The fair value of the preferred stock warrant liability was

$1.1 million as of December 31 2011

Series Redeemable Convertible Preferred Stock WarrantsIn connection with loan and security agreement with financial

institution in 2006 the Company issued warrants to purchase 160868 shares of Series redeemable convertible preferred stock with an exercise price

of $1.15 per share The fair value of these warrants was recorded as debt discount and was amortized using the effective interest method over the

term of the debt Concurrent with the closing of the IPO on November 20 2012 160868 shares of the Series convertible preferred stock warrants

converted to common stock warrants In accordance with the warrant agreement as of the effective date of the IPO the contractual term of the

warrants extended three years

The Company determined the fair value of the Series redeemable convertible preferred stock warrants using the Black-Scholes option

pricing model as follows

November 20 December 31

2012 2011 2010

Fair value per share
11.44 3.13 0.42

Contractual term years 0.21 1.1 2.1

Volatility rate 54.95% 76.32% 72.23%

Risk-free interest rate
0.08% 0.15% 0.7 1%

Dividend yield

Series Redeemable Convertible Preferred Stock Warrants-in September 2006 in connection with its Series redeemable convertible

preferred stock financing the Company issued warrants to purchase 2397259 shares of Series redeemable convertible preferred stock with an

exercise price of $1 .46 per share Of the total Series redeemable convertible preferred stock warrants 856165 shares of the Series redeemable

convertible preferred stock warrants vested immediately while the remaining 1541094 shares of the Series redeemable convertible preferred stock

warrants vested upon future performance criteria at various dates through September 2010 The performance criteria were not met and all 1541094

Series redeemable convertible preferred stock warrants expired unvested

In September 2010 the 856165 shares of Series redeemable convertible preferred stock warrants were exercised into 231164 shares of

Series redeemable convertible preferred stock in accordance with the net cashless exercise feature as provided under the original warrant agreement

Accordingly the Company recorded $0.3 million as an increase to Series redeemable convertible preferred stock with an offset to additional paid-in

capital In connection with the net exercise the Company also reclassified approximately $75000 from preferred stock warrant liability to redeemable

convertible preferred stock for the estimated fair value of the warrant on the date of exercise As of the IPO date none of the Series redeemable

convertible preferred stock warrants were outstanding and exercisable

Series Redeemable Convertible Preferred Stock WarrantsIn connection with September 2008 amendment to the October 2007 loan

and security agreement with financial institution the Company issued warrant to purchase 137000 shares of Series redeemable convertible

preferred stock with an exercise price of $1 .82 per share The fair value of the warrant was recorded as debt discount and was amortized using the

effective interest method over the term of the debt

Immediately prior to the IPO 95900 shares of Series redeemable convertible preferred stock warrants were exercised into 84264 shares of

Series redeemable convertible preferred stock in accordance with the net cashless exercise feature as provided under the original warrant agreement

Concurrent with the closing of the P0 on November 20 2012 the remaining 41 l00 shares of the Series redeemable convertible preferred

stock warrants converted to common stock warrants
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The Company determined the fair value of the Series redeemable convertible preferred stock warrants using the Black-Scholes option

pricing model as follows

November 20 December 31

2012 2011 2010

Fair value per share 11.25 3.35 0.68

Contractual term years 5.9 6.8 7.8

Volatility rate 70 96% 70 83% 70 62%

Risk-free interest rate
0.88% 1.27% 2.79%

Dividend yield

Series Redeemable Convertible Preferred Stock Warrantsln connection with November 2010 amendment to the October 2007 loan

and security agreement with financial institution the Company issued warrant to purchase 25000 shares of Series redeemable convertible

preferred stock with an exercise price of $1 .98 per share The fair value of the warrants was recorded as debt discount and was amortized using the

effective interest method over the term of the debt

Immediately prior to the IPO 25000 shares of Series redeemable convertible preferred stock warrants were exercised into 1700 shares of

Series redeemable convertible preferred stock in accordance with the net cashless exercise feature as provided under the original warrant agreement

The Company determined the fair value of the Series redeemable convertible preferred stock warrants using the Black-Scholes option

pricing model as follows

December 31

2011 2010

Fair value per share
3.52 0.81

Contractual term years 8.9 9.9

Volatility rate
72.26% 77.38%

Risk-free interest rate 1.72% 3.37%

Dividend yield

Common Stock WarrantsIn connection with its September 2011 loan and security agreement with financial institution the Company

issued warrant to purchase 48780 shares of common stock with an exercise price of $2.05 per share The fair value of these warrants was recorded

as debt discount and was amortized using the effective interest method over the term of the debt

In connection with its February 2012 Series financing the Company issued warrant to purchase 160000 shares of common stock with an

exercise price of $4.63 The Company has determined that the performance required to vest this warrant will not be met prior to its expiration and

therefore no expense was recorded in the financial statements relating to this warrant At December 31 2012 the performance cnteria were not met

and all 160000 common stock warrants expired unvested

Immediately prior to the IPO warrants to purchase 105000 shares of common stock were exercised into 101989 shares of common stock in

accordance with the net cashless exercise feature as provided under the original warrant agreement

As of December 31 20 12 295748 common stock warrants remained outstanding and exercisable respectively

Summary of Common Stock WarrantsAt December 31 2012 the following warrants were issued and outstanding

Exercise Price

Issue Date
Shares Upon Exercise per Share Expiration

February 2006
160868 $1.15 November 2016

September 2008
41100 1.82 September 2018

September 2008
45000 0.43 September 2018

September 2011
48780 2.05 September 2021

Concurrent with the closing of the IPO the outstanding convertible preferred stock warrants converted to an equal number of common

stock warrants
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NOTE flEARNINGS PER SHARE

Basic and diluted net income loss per common share is presented in conformity with the two-class method required for participating

securities Concurrent with the closing of the IPO on November 20 2012 all shares of outstanding Preferred Stock automatically converted into

47981335 shares of the Companys common stock Following the date of the IPO the two-class method was no longer required as the Company had

one class of securities

Prior to the conversion of the Preferred Stock holders of Series A-I Series Series Series Series Series and Series redeemable

convertible preferred stock were each entitled to receive non-cumulative dividends at the annual rate of $0.0 136 $00294 $00690 $00876 $0.1 092

SO 1188 and $03267 per share per annum respectively payable prior and in preference to any dividends on any shares of the Companys common

stock In the event dividend was paid on common stock the holders of Preferred Stock were entitled to proportionate share of any such dividend as

if they were holders of common stock on an as-if converted basis The holders of the Companys Preferred Stock did not have contractual

obligation to share in the losses of the Company The Company considered its Preferred Stock to be participating securities and in accordance with

the two-class method earnings allocated to Preferred Stock and the related number of outstanding shares of Preferred Stock have been excluded from

the computation of basic and diluted net income loss per common share

Under the two-class method net income loss attributable to common stockholders is determined by allocating undistributed earnings

calculated as net income less current period Preferred Stock non-cumulative dividends between common stock and Preferred Stock In computing

diluted net income loss attributable to common stockholders undistributed earnings are re-allocated to reflect the potential impact of dilutive

securities Basic net income loss per common share is computed by dividing the net income loss attributable to common stockholders by the

weighted-average number of common shares outstanding during the period Shares of common stock subject to repurchase resulting from the early

exercise of employee stock options are considered participating securities and are therefore included in the basic weighted-average common shares

outstanding Diluted net income per share attributable to common stockholders is computed by dividing the net income attributable to common

stockholders by the weighted-average number of common shares outstanding including potential dilutive common shares assuming the dilutive effect

of outstanding stock options using the treasury stock method

Basic net income per share is computed using the weighted-average number of common shares outstanding during the period Diluted net

income per share is computed using the weighted-average number of common shares and if dilutive potential common shares outstanding during the

period The Companys potential common shares consist of the incremental common shares issuable upon the exercise of stock options The dilutive

effect of outstanding stock options is reflected in diluted earnings per share by application of the treasury stock method

The Company performs an annual assessment for the realizability
of excess tax benefits from share based payment awards used in the

application of the treasury stock method At the beginning of 2012 the Company had full valuation allowance on its deferred tax assets and the

excess tax benefits from share based payment awards were excluded from the assumed proceeds under the treasury stock method for the year-ended

December 31 2012
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The following table presents the calculation of basic and diluted net income loss per share

Basic net income loss per share

Numerator

Net income loss

Less Undistributed earnings allocated to participating securities

Net income loss attributable to common stockholders basic and diluted

Denominator

Weighted-average shares used in computing net income loss per share attributable to

common stockholders

Basic

Weighted-average effect of potentially dilutive shares

Employee stock options

Warrants

ESPP

Diluted

Net income loss per share of common stock

31704 4186 4404

22668 3807
_______________

9036 379 4404

Basic

Diluted

0.36 0.02 0.30

0.24 0.02 0.30

The following table summarizes the outstanding redeemable convertible preferred stock employee stock options and warrants that were

excluded from the diluted per share calculation because to include them would have been anti-dilutive for the period

Redeemable convertible preferred stock

Employee stock options

Warrants

Total

Years Ended December 31

2012 2011 2010

in thousands

43285 43285

7099 5481 14221

473

7099 48766 57979

NOTE 12INCOME TAXES

The domestic and foreign components of income loss before the provision for income taxes for the years ended December 31 2012 2011

and 2010 were as follows

Years Ended December 31

2012 2011 2010

in thousands except per share data

24847 15584 14498

12788 7451

94 234

46

37775 23269 14498

Years Ended December 31

2012 2011 2010

in thousands

Domestic
13235 4149 4440

Foreign 1231 352 212

Total
14466 4501 4228
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During the years ended December 31 2012 2011 and 2010 the Companys provision benefit for income taxes was as follows

Years Ended December 31

2012 2011 2010

in thousands

Current expense

Federal

State
317 65

Foreign 762 213 169

1079 278 176

Deferred benefit expense

Federal 13805 36

State 4467

Foreign 45
_______________ _______________

18317 37

Total tax benefit expense 17238 315 176

The difference between the income tax provision and the amount computed by applying the statutory federal income tax rate to the income

loss before income tax before the provision is as follows

Years Ended December 31

2012 2011 2010

in thousands

Federal statutory rate 4918 1530 1437

State taxes net of federal income tax benefit
417 43

Non-deductible expenses 134 74 54

Stock compensation 701 214 16

Preferred stock warrant liability 966 295

Tax credits 884 589 349

Foreign tax rate differential
273 47 82

Other items not individually material
116 50 22

Change in statutory rate 262

Change in valuation allowance 23617 1349 1774

17238 315 176

The Company records deferred tax assets if the realization of such assets is more likely than not to occur in accordance with accounting

standards that address income taxes Significant management judgment is required in determining the period in which the reversal of valuation

allowance should occur The Company has considered all available evidence both positive and negative such as historical levels of income and

predictability of future forecasts of taxable income in determining whether release of the Companys valuation allowance is required The Company

is also required to forecast future taxable income in accordance with accounting standards that address income taxes to assess the appropriateness of

valuation allowance which further requires the exercise of significant management judgment Specifically the Company evaluated the following

criteria when considering the release of its valuation allowance and the related timing of such release

cumulative losses in recent years three year period ending December 31 2011

the history of tax net operating losses in recent years

predictability of operating results
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profitability for sustained period of time and

level of profitability on quarterly basis

As of December 2012 the Company had cumulative net income before tax for the three years then ended sustained level of

profitability for the most recent seven quarters was also achieved Based on its historical operating performance as well as the Companys expectation

that its operations will generate sufficient taxable income in future periods to realize the tax benefits associated with the deferred tax assets the

Company has concluded that it was more likely than not that the Company would be able to realize the benefit of the U.S federal and state deferred

tax assets in the future As result the Company reduced the valuation allowance on its net deferred tax assets by $23.6 million during the year ended

December 31 2012

The Company will continue to assess the need for valuation allowance on the deferred tax assets by evaluating both positive and negative

evidence that may exist on quarterly basis Any adjustment to the deferred tax asset valuation allowance would be recorded in the statement of

operations for the period that the adjustment is determined to be required The valuation allowance against deferred tax assets was zero and $23.7

million as of December 31 2012 and 2011 respectively

Significant components of the Companys deferred tax assets are as follows

As of December 31

2012 2011

in thousands

Deferred tax assets

Accruals and reserves
4840 2738

Tax credits
4700 3852

Fixed assets and intangibles other than goodwill 2208 1997

Net operating losses
3490 14023

Stock compensation expense 3386 1143

Total deferred tax assets
18624 23753

Valuation allowance
23714

Available deferred tax assets
18624 39

Deferred tax liabilities

Other
355 76

Net deferred tax assets liabilities
18269 37

As reported

Current deferred tax asset
9055 231

Noncurrent deferred tax assets liabilities 9214 268

Net deferred tax assets liabilities
18269 37

As of December 31 2012 the Company had net operating loss carryforwards of approximately $11.2 million for federal purposes and $30.9

million for state purposes If not utilized these carryforwards will begin to expire in 2025 for federal purposes and 2019 for state purposes

The Company has research credit carryforwards of approximately $2.4 million for federal purposes and $3.6 million for California purposes

Approximately $0.1 million of California research credits relate to stock option deductions in excess of book expense the tax effect of which would

be credit to additional-paid-in-capital if realized If not utilized the federal carryforwards will begin to expire in 2024 The California credit

carryforwards will not expire

On January 2013 President Obama signed into law the American Taxpayer Relief Act of 2012 Part of this law reinstated the research and

development credit retroactively for 2012 As this law was signed after the year end of December 31 2012 the associated tax benefit will not be

recorded until the first quarter of 2013 The projected federal tax benefit associated with the 2012 credit is $0.9 million

The Tax Reform Act of 1986 limits the use of net operating loss and tax credit carryforwards in certain situations where stock ownership

changes occur In the event the Company has had change in ownership the future utilization of the Companys operating loss and tax credit

carryforwards could be limited
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As result of certain realization requirements of the accounting guidance for stock-based compensation the table of deferred tax assets and

liabilities shown above does not include certain deferred tax assets at December 2012 and 2011 that arose directly from or the use of which was

postponed by tax deductions related to equity compensation in excess of compensation recognized for financial reporting Approximately $6.2

million of federal net operating losses and $1.0 million of state net operating losses relate to stock compensation deductions in excess of book

expense the tax effect of which would be to credit additional-paid-in-capital if realized The Company uses the accounting guidance for ordering

under ASC Topic 740 Income Taxes for the purpose of determining when excess tax benefits have been realized

The undistributed earnings from the Companys foreign subsidiaries are not subject to United States tax provision because it is

managements intention to permanently reinvest such undistributed earnings outside of the United States The Company evaluates its circumstances

and reassesses this determination on periodic basis As of December 31 2012 the determination of the unrecorded deferred tax liability related to

these earnings was immaterial If circumstances change and it becomes apparent that some or all of the undistributed earnings of the Companys

foreign subsidiaries will be remitted in the foreseeable future the Company will be required to recognize deferred tax liability on those amounts

The Company maintains liabilities for uncertain tax positions These liabilities involve considerable judgment and estimation and are

continuously monitored by management based on the best information available including changes in tax regulations the outcome of relevant court

cases and other information The Company recognizes potential accrued interest and penalties related to unrecognized tax benefits as income tax

expense As of December 31 2012 2011 and 2010 the Companys total amount of unrecognized tax benefit was approximately $0.8 million $0.9

million and $0.7 million respectively These amounts are primarily related to the Companys research and development tax credits and tax accruals

As of December 31 2012 the Companys total amount of unrecognized tax benefit was approximately $0.8 million of which only $0.1

million impacted the effective tax rate The Company does not expect its unrecognized tax benefits to change materially over the next 12 months If

reversed the entire $0.8 million will impact the effective tax rate

reconciliation of the beginning and ending balances of the total amounts of unrecognized tax benefits for the year ended December 31

20122011 and2OlOisasfollows

As of December 31

2012 2011 2010

in thousands

Beginning balance
937 675 517

Increases related to current year tax positions 218 254 158

Increases related to prior year tax positions

Reductions related to prior year tax positions 319
_______________ _______________

Ending balance
836 937 675

During the year ended December 2012 and cumulatively the Company recognized an immaterial amount of interest and penalties

associated with unrecognized tax benefits

The Company files income tax returns with the United States federal government various states and certain foreign jurisdictions The

Companys tax years ended December 2002 through December 2012 remain open to audit for federal and California purposes These years are

open due to net operating losses and tax credits unutilized from such years The Companys tax years ended December 2008 through

December 31 2012 remain open to audits for its foreign subsidiaries

NOTE 13EMPLOYEE SAVINGS AND RETIREMENT PLAN

The Company sponsors defined contribution plan under Internal Revenue Service Code 401k the 40 1k Plan Most United States

employees are eligible to participate following the start of their employment at the beginning of each calendar month Employees may contribute up

to the lesser of 00% of their current compensation to the 401k Plan or an amount up to statutorily prescribed annual limit The Company does not

match employee contributions to the 401k Plan
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NOTE 14SEGMENT INFORMATION

The Company operates in one industry segment selling access points and controllers along with related software and services

Operating segments are defined as components of an enterprise about which separate financial information is available that is evaluated

regularly by the chief operating decision maker or decision making group in deciding how to allocate resources and in assessing performance The

Companys chief operating decision maker is its chief executive officer The Companys chief executive officer reviews financial information

presented on consolidated basis for purposes of allocating resources and evaluating financial performance The Company has one business activity

and there are no segment managers who are held accountable for operations operating results and plans for products or components below the

consolidated unit level Accordingly the Company reports as single operating segment The Company and its chief executive officer evaluate

performance based primarily on revenue in the geographic locations in which the Company operates Revenue is attributed by geographic location

based on the bill-to location of the Companys customers

The following presents total revenue by geographic region

Years Ended December 31

2012 2011 2010

in thousands

Americas

United States
91597 42551 22443

Other Americas
5135 2603 1595

Total Americas
96732 45154 24038

APAC

India
7974 5058 11705

Japan 27462 15295 107

Other APAC
33194 21305 15673

Total APAC
68630 41658 27485

EMEA
49291 33211 23966

Total revenues
214653 120023 75489

As of December 31 2012 the Company has property and equipment net of $7.3 million $1.5 million and $0.2 million located in the

United States APAC and EMEA respectively
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ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL

DISCLOSURE

None

ITEM 9A CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Our management is responsible for establishing and maintaining adequate internal control over financial reporting Management with the

participation of our chief executive officer and our chief financial officer evaluated the effectiveness of our disclosure controls and procedures as of

December 31 2012 The term disclosure controls and procedures as defined in Rules 3a- 15e and Sd- 15e under the Exchange Act means

controls and other procedures of company that are designed to ensure that information required to be disclosed by company in the reports that it

files or submits under the Exchange Act is recorded processed summarized and reported within the time periods specified in the SECs rules and

forms Disclosure controls and procedures include without limitation controls and procedures designed to ensure that information required to be

disclosed by company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the companys

management including its principal executive and principal financial officers as appropriate to allow timely decisions regarding required disclosure

Management recognizes that any controls and procedures no matter how well designed and operated can provide only reasonable assurance of

achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and

procedures Based on the evaluation of our disclosure controls and procedures as of December 2012 our chief executive officer and chief financial

officer concluded that as of such date our disclosure controls and procedures were effective at the reasonable assurance level

Managements Annual Report on Internal Controd Over Financial Reporting

This annual report does not include report of managements assessment regarding internal control over financial reporting or an attestation

report of our registered public accounting firm due to transition period established by rules of the SEC for newly public companies

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 3a- 5d
and Sd-I 5d of the Exchange Act that occurred during the quarter ended December 2012 that have materially affected or are reasonably likely to

materially affect our internal control over financial reporting

ITEM 98 OTHER INFORMATION

Executive Compensation

On February 28 2013 and March 2013 the Compensation Committee of the Board of Directors and the Board of Directors of Ruckus

Wireless Inc the Company respectively approved the payment of cash bonuses to certain of our employees including our named executive officers

as defined in Item 402a3 of Regulation S-K promulgated by the Securities and Exchange Commission

The Compensation Committee and with respect to the Chief Executive Officer the Board of Directors annually evaluates the

performance and determines the compensation of the Companys executive officers based on an assessment of the individuals performance corporate

performance and relative compensation for competitive positions in similar companies Each participant was eligible to receive cash bonus up to an

amount based on the level of achievement of certain corporate and individual objectives The bonus payment amounts approved by the Compensation

Committee and the Board of Directors were based on their determination of the degree to which such corporate and individual objectives were

achieved and were as follows for each of our named executive officers

Named Executive Officer Total Bonus Amount

Selina Lo 240000

President and Chief Executive Officer

Seamus 1-lennessy 180000

Chief Financial /jIcer

Barton Burstein 120000

Senior Vice President of Field Operations and

Business Development

The cash bonus payments are expected to be made on March 15 2013
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2013 Bonus Program

On February 28 2013 the Compensation Committee approved the Companys 2013 bonus program The 2013 bonus program provides our

executive officers and other eligible employees the opportunity to earn cash bonuses based on the level of achievement by us of certain corporate

objectives the Corporate Objectives and by each participant other than our Chief Executive Officer of certain individual objectives from

January 12013 through December 31 2013

The Compensation Committee has approved Corporate Objectives related to revenue and gross margin targets assigned weighting to each

objective and expects to approve the individual objectives of the executive officers based on the recommendations of the Chief Executive Officer

The individual objectives of non-executive participants will be determined by each participants supervisor

Each eligible participant in the 2013 bonus program may receive cash bonus in an amount up to specified percentage of his or her

eligible 2013 earnings the Bonus Targets if Corporate Objectives and individual objectives are achieved at the target level If Corporate

Objectives and individual objectives are achieved at greater than the target level an eligible participant may receive cash bonus of up to 125% of his

or her Bonus Target The Compensation Committee recommended Bonus Target for our Chief Executive officer of 75% Our Chief Executive

Officer requested reduced target for 2013 to be more aligned with the rest of the employee population As result the Board of Directors approved

reduced Bonus Target for 2013 for the Chief Executive Officer of 50% The Bonus Targets for each of our named executive officers are as follows

Named Executive Officer Bonus Target Percentage

Selina Lo 50%

President and Chief Executive Officer

Seamus Hennessy 35%

Chief Financial Officer

Barton Burstein 35%

Senior Vice President of Field Operations and Business

Development

Severance Benefit Plan

On March 2013 upon the recommendation of the Compensation Committee the Board of Directors adopted Severance Benefit Plan the

Plan pursuant to which selected current and future employees of the Company will be eligible for severance benefits under certain circumstances

Severance Absent Change in Control Under the Plan if participating individual is involuntarily terminated without cause as defined in

the Plan absent qualifying change in control then he or she will be entitled to receive cash severance in lump sum amount equal to his or her

monthly base salary multiplied by the number of months in his or her participation notice under the Plan and continuation of his or her current

health insurance coverage or payment of the premiums for such coverage for up to the number of months specified in his or her participation notice

Selina Lo our Chief Executive Officer will be entitled to receive 12 months of such benefits and the other named executive officers will be entitled

to receive months subject in all cases to their acceptance of the terms of the participation notice and execution of release agreement

Severance in Connection with Change in Control In the case of change in control as defined in the Plan if participating individual is

terminated without cause or constructively terminated as defined in the Plan either during the three months before or in the year after change in

control then he or she will be entitled to receive cash severance in lump sum amount equal to his or her monthly base salary multiplied by the

number of months specified in his or her participation notice under the Plan if specified in his or her participation notice under the Plan additional

cash severance in lump sum amount equal to his or her monthly bonus target multiplied by the number of months specified in his or her participation

notice under the Plan continuation of his or her current health insurance coverage or payment of the premiums for such coverage for up to the

number of months specified in his or her participation notice under the Plan and accelerated vesting of then outstanding compensatory equity

awards as to the percentage of unvested shares per equity award specified in his or her participation notice The named executive officers will be

entitled to 12 months of such change in control benefits and 100% vesting acceleration subject in all cases to their acceptance of the terms of the

participation notice and execution of release agreement

General If accepted by participating individual the Plan supersedes any severance benefits that he or she would have been entitled to

under any pre-existing agreement between the individual and Ruckus Unless terminated sooner the Plan will automatically terminate on the third

annual anniversary of its adoption

This description of the Severance Plan is qualified in its entirety by reference to the full text of the plan filed as Exhibit 10 to this

Annual Report on Form 10-K and incorporated herein by reference
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ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this item is incorporated by reference to our Proxy Statement for our 2013 Annual Meeting of Stockholders to

be filed with the SEC within 120 days after the end of the fiscal year ended December 31 2012

Code of Conduct

We have adopted Code of Business Conduct which applies to all of our directors officers and employees copy of our Code of Business

Conduct Ethics can be found on our website www.ruckuswireless.com under Corporate Governance The contents of our website are not part

of this report

In addition we intend to promptly discloe the nature of any amendment to or waiver from our Code of Business Conduct that applies to

our principal executive officer principal financial officer principal accounting officer or persons performing similar functions on our website in the

future

ITEM 11 EXECUTIVE COMPENSATION

The information required by this item is incorporated by reference to our Proxy Statement for our 2013 Annual Meeting of Stockholders to

be filed with the SEC within 120 days after the end of the fiscal year ended December 31 2012

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED

STOCKHOLDER MATTERS

The information required by this item is incorporated by reference to our Proxy Statement for our 2013 Annual Meeting of Stockholders to

be filed with the SEC within 120 days after the end of the fiscal year ended December 31 2012

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by this item is incorporated by reference to our Proxy Statement for our 2013 Annual Meeting of Stockholders to

be filed with the SEC within 120 days after the end of the fiscal year ended December 31 2012

ITEM 14 PRINCIPALACCOUNTANT FEES AND SERVICES

The information required by this item is incorporated by reference to our Proxy Statement for our 2013 Annual Meeting of Stockholders to

be filed with the SEC within 120 days after the end of the fiscal year ended December 31 2012
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PART IV

ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Consolidated Financial Statements

Our Consolidated Financial Statements are listed in the Index to Consolidated Financial Statements Under Part II Item of this report

Financial Statement Schedules

All financial statement schedules have been omitted because they are not applicable or the required information is shown in the

Consolidated Financial Statements or Notes thereto

Exhibits

The documents listed in the Exhibit Index of this report are incorporated by reference or are filed with this report in each case as indicated

therein numbered in accordance with Item 601 of Regulation S-K

SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Act of 1933 the Registrant has duly caused this report to be signed on

its behalf by the undersigned thereunto duly authorized in the City of Sunnyvale State of California on the 5th day of March 2013

RUCKUS WIRELESS INC

By Is Selina Lo

Selina Lo

President and Chief Executive Officer
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Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS that each person whose signature appears below constitutes and appoints Selina Lo and

Seamus Hennessy and each of them as his true and lawful attorneys-in-fact and agents each with the full power of substitution for him and in his

name place or stead in any and all capacities to sign any and all amendments to this Annual Report on Form 10-K and to file the same with exhibits

thereto and other documents in connection therewith with the Securities and Exchange Commission granting unto said attorneys-in-fact and agents
and each of them full power and authority to do and perform each and every act and thing requisite and necessary to be done in and about the

premises as fully to all intents and purposes as he might or could do in person hereby ratifying and confirming all that said attorneys-in-fact and

agents or their his or her substitute or substitutes may lawfully do or cause to be done by virtue hereof

Pursuant to the requirements of the Secunties Act of 1933 this report has been signed by the following persons in the capacities and on the

dates indicated

Signatures Title Date

President Chief Executive March 2013

Officer and Director

/%ShnaY.Lo Principal Executive Officer

Chief Financial Officer March 52013

Principal Financial and
Is Seamus Hennessy

Seamus Hennessy
Accounting Officer

Is William Kish Chief Technology Officer and Director March 2013
William Kish

Is Georges Antoun Director March 2013

Georges Antoun

Is Gaurav Garg Director March 2013

Gaurav Garg

Is James Goetz
Director March 2013

James Goetz

/s/ Stewart Grierson
Director March 52013

Stewart Grierson

/s Mohan Gyani Director March 52013
Mohan Gyani

Is Richard Lynch Director March 2013

Richard Lynch
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EXHIBIT INDEX

Exhibit

Number Description of Document

3.1 Amended and Restated Certificate of Incorporation of the Company

3.2 Bylaws of the Registrant

Sixth Amended and Restated Investor Rights Agreement dated February 2012 between the Company and the investors named

therein

10.1 Ruckus Wireless Inc 2002 Stock Plan as amended

10.2 Form of Option Agreement and Option Grant Notice for Ruckus Wireless Inc 2002 Stock Plan

10.3 Ruckus Wireless Inc Amended Restated 2012 Equity Incentive Plan as amended

10.4 Form of Option Agreement and Option Grant Notice for Ruckus Wireless Inc Amended Restated 2012 Equity Incentive Plan

10.5 Ruckus Wireless Inc 2012 Employee Stock Purchase Plan

10.6 Form of Indemnity Agreement entered into between the Company and each of its directors and its executive officers

10
Lease Agreement dated April 2006 between the Company and John Arrillaga Survivors Trust and Richard Perry Separate

Property Trust

10.8
First Amendment to Lease Agreement dated September 2009 between the Company and Silicon Valley CA-I LLC

10.9 Second Amendment to Lease Agreement dated April 2011 between the Company and Silicon Valley CA-I LLC

10.10 Lease Agreement dated December 17 2010 between the Company and The Irvine Company LLC

10.11 Lease Agreement dated October 31 2011 between the Company and Sequoia MP LLC

10 12 First Amendment to Lease Agreement dated November 2011 between the Company and Sequoia MP LLC

10.13 Lease Agreement dated March 16 2012 between the Company and RP/Presidio Java Owner L.L.C

10.14 Amended and Restated Employment Agreement dated December21 2009 between the Company and Selina Lo

10 15 Amended and Restated Employment Agreement dated December 21 2009 between the Company and Seamus Hennessy

10.16 Amended and Restated Employment Agreement dated December 21 2009 between the Company and Bart Burstein

10 17
Hardware Access Layer Technology License Agreement dated August 23 2004 between the Company and Atheros

Communications Inc

10.1 Ruckus Wireless Inc Severance Benefit Plan

21.1 List of subsidiaries

23.1 Consent of Deloitte Touche LLP Independent Registered Public Accounting Firm

24.1 Power of Attorney included in signature page
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31.1 Certification of the Chief Executive Officer of the Company pursuant to rule 3a- 14 under the Securities Exchange Act of 1934

31.2 Certification of the Chief Financial Officer of the Company pursuant to rule 3a- 14 under the Securities Exchange Act of 1934

32
Certification of the Chief Executive Officer and Chief Financial Officer of the Company pursuant tol8 U.S.C Section 1350 as

Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Indicates management contract or compensatory plan

Previously filed as the same numbered exhibit to the Companys Current Report on Form 8-K filed with the Commission on November 20

2012 and incorporated herein by reference

Previously filed as an exhibit to the Companys Registration Statement on Form S-I as amended File No 333-184309 filed with the

Commission on October 2012 and incorporated herein by reference

In accordance with Item 60lb32ii of Regulation S-K and SEC Release Nos 33-8238 and 34-47986 Final Rule Managements Reports on

Internal Control over Financial Reporting and Certification of Disclosure in Exchange Act Periodic Reports the Certification furnished in

Exhibit 32.1 hereto is deemed to accompany this Form 10-K and will not be filed for purposes of Section 18 of the Exchange Act Such

certification will not be deemed incorporated by reference into any filing
under the Securities Act or the Exchange Act except to the extent that

the registrant specifically incorporates it by reference
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